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FOREWORD 


t 


This  compilation  embraces  trade  practice  rules  promulgated  by  the 
Federal  Trade  Commission  in  the  period  September  1,  1935,  to  June 
30,  1945.  The  industries  covered  are  named  alphabetically  on  pages 
IX  and  X  and  the  practices  to  which  the  rules  relate  are  listed  in  the 
Index  to  Rules  at  page  465. 

The  rules  were  established  under  what  is  known  as  the  Trade  Prac- 
tice Conference  Procedure,  an  outline  of  which  is  set  forth  in  the 
Appendix,  page  461.  Proceedings  instituted  thereifnder  are  coopera- 
tive undertakings  between  industry  and  the  Commission  to  eliminate 
and  prevent  unfair  trade  practices  and  to  provide  guidance  and  assist- 
ance to  industrj'  in  maintaining  the  conduct  of  business  on  a  basis  of 
free  and  fair  competition  in  harmony  with  the  requirements  of  law 
and  the  public  interest. 

Industry  conferences. — Trade  practice  conference  proceedings  are 
authorized  by  the  Commission  upon  application  of  an  industry  group 
or  upon  the  Commission's  own  motion.  "When  such  proceedings  are 
directed  to  be  undertaken,  a  trade  practice  conference  of  the  industry 
is  called  by  the  Commission  to  consider  and  submit  proposed  rules  for 
the  elimination  of  unfair  practices  and  improvement  of  competitive 
conditions  in  the  industr3^  Public  notice  of  the  time  and  place  of  such 
conference  is  issued  and  all  members  are  invited  to  attend  and  are 
encouraged  to  contribute  their  views  and  best  thought  on  the  subject, 
in  joint  effort  to  arrive  at  constructive  results  within  the  law.  Confer- 
ence proceedings  are  conducted  on  the  basis  of  voluntary  participation. 
Parties  in  interest  are  at  all  times  free  to  advise  and  consult  with  the 
Commission's  representatives  for  the  purpose  of  mutual  exchange  of 
ideas  and  the  bringing  about  of  a  clearer  understanding  of  the  prob- 
lems involved  and  the  assistance  which  the  Commission  can  render  in 
their  solution. 

Public  hearing  on  proposed  rules. — Prior  to  final  Commission  action 
on  rules  for  an  industry,  drafts  of  proposed  rules  in  appropriate  form 
are  made  available  for  public  hearing  and  opportunity  is  afforded 
members  of  the  industiy  and  other  interested  or  affected  parties,  includ- 
ing consumers,  to  present  such  pertinent  views,  suggestions,  objections, 
or  amendments  as  they  desire  to  offer.  These  may  be  communicated  to 
the  Commission  in  writing  or  presented  at  the  public  hearing  on  the 
rules. 

Promulgation  and  issuance  of  rules. — After  final  hearing,  and  upon 
full  consideration,  the  respective  groups  of  rules  are  approved  and 
received  by  the  Commission  in  the  form  deemed  proper  and  satisfactory. 
Such  provisions  are  thereupon  oflScially  promulgated  as  trade  practice 
rules  for  the  industry,  the  promulgation  being  made  through  the 
Federal  Register. 


Copies  of  the  rules  are  also  distributed  to  all  industry  members  and 
each  is  afforded  opportunity  to  record  in  writing  his  intention  or  will- 
ingness  to  observe  the  provisions  in  the  conduct  of  his  business.  The 
rules  are  thus  placed  in  effect  simultaneously  as  to  all  members  through- 
out the  industry.^ 

Classification  of  rules.— The  rules  of  the  respective  industries  are 
divided  into  two  f?roups.  Those  of  Group  1  define  and  specify  practices 
which  are  unfair  and  which  are  to  be  prevented  as  unlawful.  Since  the 
use  of  such  practices  in  commerce  is  required  to  be  avoided,  the  Group  I 
rules  are  of  mandatory  character;  whereas  the  Group  II  rules  cover 
only  recommended  or  permissive  practices.  This  distinction  between 
the  two  groups  of  rules  is  explained  in  the  respective  headnotes  which 
appear  in  the  rules  as  officially  promulgated,  and  which  read  as  follows : 

-GROUP  I 

"The  unfair  trade  practices  embraced  in  the  Group  1  rules  herein  are  con- 
sidered  to  be  unfair  methods  of  competition,  unfair  or  deceptive  acts  or  prac- 
tices, or  other  illegal  practices,  prohibited  under  laws  administered  by  the 
Federal  Trade  Commission;  and  appropriate  proceedings  in  the  public  Interest 
will  be  taken  by  the  Commission  to  prevent  the  use,  by  any  person;  partnership, 
corporation,  or  other  organization  subject  to  its  Jurisdiction,  of  such  unlawful 
practices  in  commerce." 

-GROUP  II 

"Compliance  with  trade  practice  provisions  embraced  In  Group  II  rules  is 
considered  to  be  conducive  to  sound  business  methods  and  is  to  be  encouraged 
and  promoted  individually  or  through  voluntary  cooperation  exercised  in 
accordance  with  existing  law.  Nonobservance  of  such  rules  does  not  per  se 
constitute  violation  of  law.  Where,  however,  the  practice  of  not  complying  with 
any  such  Group  II  rules  is  followed  in  such  manner  as  to  result  in  unfair 
methods  of  competition,  or  unfair  or  deceptive  acts  or  practices,  corrective 
proceedings  may  be  instituted  by  the  Commission  as  in  the  case  of  violation 
of  Group  I  rules." 

The  rules  as  promulgated  by  the  Commission  are  designed  to  foster 
and  promote  the  maintenance  of  fair  competitive  conditions  in  the 
interest  of  protecting  industry,  trade,  and  the  public.  It  is  to  this  end, 
and  to  the  exclusion  of  any  act  or  practice  which  suppresses  competi- 
tion, restrains  trade,  fixes  or  controls  price  through  combination  or 
agreement,  or  which  otherwise  injures,  destroys,  or  prevents  competi- 
tion, that  the  rules  are  to  be  applied. 

— The  Compiler. 
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TRADE  PRACTICE  RULES 
FOR  THE 

WHOLESALE  TOBACCO  TRADE 
PROMULGATED  SEPTEMBER  28,  1935 


STATEMENT  BY  THE  COMMISSION 

A  Trade  Practice  Conference  for  the  Wholesale  Tobacco  Trade,  called 
at  the  request  of  the  National  Association  of  Tobacco  Distributors, 
Inc.,  was  held  at  the  office  of  the  Federal  Trade  Commission,  Washing- 
ton, D.  C,  on  Friday,  July  19,  1935. 

It  was  stated  at  the  conference  that  the  National  Association  of 
Tobacco  Distributors,  Inc.,  represents  96  percent  of  that  industry  in 
the  United  States.  It  was  further  stated  that  the  industry  represents 
an  investment  of  approximately  $150,000,000,  with  an  annual  sales 
volume  of  nearly  one  billion  dollars.  About  60,000  persons  are  employed 
by  the  industry.  * 

For  the  convenience  of  the  Commission  and  the  information  of  the 
industry  and  the  public,  the  rules  are  divided  into  two  groups,  namely, 
Group  I  and  Group  II. 

THE  RULES 

GROUP  I* 

Rule  1. 

The  practice  of  using  a  brand  of  cigars,  cigarettes,  tobacco  prod- 
ucts, or  allied  lines  as  a  "loss  leader'*  to  induce  the  purchase  of  other 
merchandise,  the  sale  of  which  merchandise  is  used  to  recoup  the 
loss  sustained  on  the  said  brand  of  cigars,  cigarettes,  tobacco  prod- 
ucts, or  allied  lines,  with  the  tendency  or  capacity  to  deceive  or  mislead 
purchasers  or  prospective  purchasers  and  which  unfairly  diverts  trade 
from  or  otherwise  injures  competitors,  is  an  unfair  trade  practice. 

Rule  2. 

The  practice  of  selling  below  cost,  with  the  intent  and  with  the  effect 
of  injuring  a  competitor  and  where  the  effect  may  be  to  substantially 
lessen  competition  or  tend  to  create  a  monopoly  or  unreasonably  restrain 
trade,  is  an  unfair  trade  practice,  cost  being  determined  by  including 
all  elements  recognized  by  good  accounting  practices. 

Rule  3. 

Price  discrimination  as  between  purchasers  of  cigars,  cigarettes,  or 
other  tobacco  products,  whether  in  the  form  of  discounts,  services,  or 


*  See  pmffe  VIII  for  headnote  applicable  to  Group  I  Rola*. 
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otherwise,  contrary  to  Section  2  of  the  Clayton  Act,  is  an  unfair  trade 
practice. 

Rule  4. 

For  any  pei'son,  firm,  or  corporation  to  liold  himself  or  itself  out  to 
the  public  as  a  wholesaler  when  such  is  not  the  case,  or  for  any  member 
of  the  industry  to  misrepresent  the  character  of  his  business,  with  the 
tendency  or  capacity  to  mislead  or  deceive  purchasers  or  prospective 
purchaser,  is  an  unfair  trade  practice. 

Rule  5. 

The  making,  or  causing:  or  permitting  to  be  made  or  published,  of 
any  false,  untrue,  or  deceptive  statement,  by  way  of  advertising  or 
otherwise,  concerning  the  grade,  quality,  quantity,  substance,  character, 
nature,  origin,  size,  or  preparation  of  any  products  sold  or  offered  for 
sale,  having  the  tendency  or  capacity  to  mislead  or  deceive  purchasers 
or  prospective  purchasers,  is  an  unfair  trade  practice. 

Rule  6. 

The  imitation  of  the  trade-marks,  trade  names,  or  other  marks  of 
identification  of  competitors,  having  the  tendency  or  capacity  to  mis- 
lead or  deceive  purchasei*s  or  ])rospective  purchasers,  is  an  unfair 
trade  practice. 

Rule  7. 

The  practice  of  branding  or  marking  or  packing  any  products,  or 
causing  the  same  to  be  branded  or  marked  or  j)acked,  in  a  manner 

* 

which  is  calculated  to  or  does  deceive  or  mislead  purchasers  or  pros- 
pective purchasers  \vith  respect  to  the  brand,  grade,  quality,  quantity, 
origin,  size,  substance,  character,  nature,  material,  content,  or  prepara- 
tion of  such  products,  is  an  unfair  trade  price. 

Rule  8. 

The  defamation  of  competitoi*s  by  falsely  imputing  to  them  dishon- 
orable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  dis|)arage- 
ment  of  the  grade  or  quality  of  their  goods,  with  the  tendency  or 
capacity  to  mislead  or  deceive  purchasers  or  prospective  purchasers,  is 
an  unfair  trade  practice. 

Rule  9. 

The  secret  payment  or  allowance  of  rebates,  refunds,  commissions, 
credits,  unearned  discounts,  or  excess  allowances,  whether  in  the  form 
of  money  or  otherwise,  or  secretly  extending  to  certain  purchasers 
special  services  or  privileges  not  extended  to  all  purchasers  under  lik^ 
terms  and  conditions,  with  the  intent  and  with  the  effect  of  injuring 


* 


a  competitor  and  where  the  effect  may  be  to  substantially  lessen  com 
petition   or   tend   to  create   a  mono]>oly   or   to   unreasonably   restrain 
trnde,  is  an  unfair  tra»le  practice. 

Kile  10. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to  give, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customei-s  or  prospective  customers,  or  to  agents,  employees,  or  rep- 
resentatives of  comi)etilors'  customers  or  prospective  customers,  witli- 
out  the  knowledge  (»f  tlieir  emj)loyers  or  principals,  as  an  inducement 
to  influence  tlieir  emph.yers  or  i)rincipals  to  purchase  or  contract  to 
purchase  industry  product?^  from  the  maker  of  such  gift  or  offer,  or 
to  influence  such  employers  or  principals  to  refrain  from  dealing  or 
contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 

Rule  11. 

Wilfully  inducing  or  attemi)ting  to  induce  the  breach  of  any  law- 
fully existing  contract  or  contracts  between  competitors  and  their 
customers  by  any  false  or  deceptive  means  whatsoever,  or  interfer- 
ing with  or  obstructing  the  performance  of  any  such  contractual 
duties  or  services,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  embarrassing  c<mipetitoi-s  in  their  businesses,  is  an  unfair 
trade  practice, 

lluu.:  12. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  a  com- 
petitor, not  made  in  good  faith  but  for  the  purpose  of  harassing  or 
intimidating  such  customers  or  prospective  customers  or  otherwise 
prejudicing  or  injuring  competitoi-s  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  13. 

The  publishing  or  circulating  by  any  member  of  the  industry  of 
false  or  misleading  price  ((notations,  price  lists,  or  terms  of  sale, 
having  the  capacity  or  tendency  to  mislead  or  deceive  purchasers  or 
prospective  purehasei-s,  is  an  unfair  trade  practice. 

RuiiE  l-l. 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purcha.se  of  one  or  more  other  products,  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a  mo- 
nopoly or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 

Rule  15.  » 

Withholding  from  or  inserting  in  the  invoice  statements  which  make 
the  invoice  a  false  record,  wholly  or  in  part,  of  the  transaction  repre- 
sented on  the  face  thereof,  with  the  purpose  or  effect  of  misleading  or 
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deceiving  purchasers  or  prospective  purchasers,  is  an  unfair  trade 
practice. 

GROUP  !!♦ 

Rule  a. 

The  advertising  or  offering  for  sale  by  a  wholesaler  of  any  well- 
known  or  trade-marked  tobacco  product  of  the  Wholesale  Tobacco 
Industry  at  greatly  reduced  prices,  when  the  quantity  of  said  goods 
is  entirely  inadequate  to  supply  the  usual  demand  of  customers  of  the 
said  wholesaler,  with  the  tendency  or  capacity  to  mislead  or  deceive 
purchasers  or  prospective  purchasers,  is  condemned  by  the  industry. 
Rule  B. 

Where  merchandise  at  wholesale  and  merchandise  at  retail  are  sold 
in  the  same  establishment,  the  failure  on  the  part  of  any  member 
of  the  industry  to  properly  differentiate  between  or  identify  the  two 
types  of  transactions,  where  the  result  may  be  to  create  confusion  and 
deception  as  to  the  character  of  the  transaction  in  the  minds  of  pur- 
chasers or  prospective  purchasers,  is  condemned  by  the  industry. 
Rule  C. 

The  evasion  of  the  payment  of  State  taxes  on  cigars,  cigarettes,  or 
other  tobacco  products  through  interstate  transactions  is  condemned 
by  the  industry. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  in- 
dustry to  cooperate  with  the  Federal  Trade  Commission  and  to 
perform  such  acts  as  may  be  proper  to  put  these  rules  into  effect. 

Promulgated  by  the  Federal  Trade  Commission  September  28,  1935. 


•  Se«  pase  VIII  for  headnote  applicable  to  Group  II  Rules. 
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FOR  THE 

FIRE  EXTINGUISHING  APPLIANCE  MANUFACTURING 

INDUSTRY 

PROMULGATED  NOVEMBER  13,  1935 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  were  approved  and  promulgated  by  the  Com- 
mission under  its  trade  practice  conference  procedure  for  the  Fire 
Extinguishing  Appliance  Manufacturing  Industry.  The  application 
for  a  trade  practice  conference  and  approval  of  rules  was  made  by 
the  Chemical  Fire  Extinguisher  Association,  Inc.  In  the  course  of 
the  proceedings  opportunity  for  presentation  of  views  of  all  persons 
interested  in  or  affected  by  the  proposed  rules  was  given  and  confer- 
ences with  industry  representatives  held.  The  industry  embraces  all 
manufacturers  of  equipment  and  appliances  for  fire  fighting  except 
automatic  sprinkler  systems  and  motor  fire  apparatus. 

According  to  information  furnished,  the  members  of  the  Chemical 
Fire  Extinguisher  Association,  Inc.,  represent  75  percent  of  the  in- 
dustry in  the  United  States  as  to  volume  of  production ;  the  industry 
has  an  investment  of  approximately  $7,500,000,  and  employs  wage 
earners  to  the  extent  of  about  3,000. 

The  rules  approved  by  the  Commission  have  been  placed  under 
Group  I,  as  prohibiting  illegal  competitive  practices. 


THE  RULES 
GROUP  I* 


Rule  1. 


The  false  marking  or  branding  of  products  of  the  industry,  with 
the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  pur- 
chasers with  respect  to  the  grade,  quality,  quantity,  substance,  char- 
acter, nature,  origin,  size,  or  preparation,  or  in  any  other  material 
respect,  of  the  goods  purchased,  is  an  unfair  trade  practice. 

Rule  2. 

The  imitation  of  the  trade-marks,  trade  names,  brands,  labels,  or 
other  marks  of  identification  of  competitors,  having  the  tendency, 
capacity,  or  effect  to  mislead  or  deceive  purchasers  or  prospective 
purchasers,  is  an  unfair  trade  practice. 


*  Sm  paff*  vni  for  headnote  applicable  to  Group  I  RoIm. 
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Rule  3. 

The  making,  or  causing  or  permitting  to  be  made  or  published, 
any  false,  untrue,  or  deceptive  statement  or  representation,  by  way 
of  advertisement  or  otherwise,  concerning  the  grade,  quality,  quan- 
tity,  substance,  character,  nature,  origin,  size,  or  preparation,  or  in 
any  other  material  respect,  of  any  product  of  the  industry  sold  or 
offered  for  sale,  having  the  tendency,  capacity,  or  effect  to  mislead  or 
deceive  purchasei-s  or  prospective  purchasers,  is  an  unfair  trade 
practice. 

Rule  4. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade  or  quality  of  their  goods,  with  the  tendency,  capacity,  or 
effect  of  misleading  or  deceiving  purchasers  or  prospective  pur- 
chasers,  or  with  the  tendency,  capacity,  or  effect  of  unduly  hampering 
injuring,  or  prejudicing  such  competitors  in  the  conduct  of  their  busi- 
nesses, is  an  unfair  trade  practice. 

RuiiE  5. 

Wilfully  inducing  or  attempting  to  induce  the  breach  of  existing 
contract  or  contracts  between  competitors  and  their  customers  or  their 
suppliers,  by  any  false  or  deceptive  means  whatsoever,  or  wilfully 
interfering  with  or  obstructing  the  performance  of  any  such  con- 
tractual duties  or  services  by  any  such  means,  with  the  purpose  and 
effect  of  unduly  hampering,  injuring,  or  prejudicing  competitors  in 
their  businesses,  is  an  unfair  trade  practice. 

Rule  6. 

The  publishing  or  circulating  by  any  member  of  the  industry  of 
false  or  misleading  price  quotations,  price  lists,  terms  of  sale,  or  dis- 
counts,  having  the  tendency,  capacity,  or  effect  to  mislead  or  deceive 
purchasers  or  prospective  purchasers,  is  an  unfair  trade  practice. 
Rule  7. 

Price  discrimination,  as  between  purchasers  of  industry  products 
whether  in  the  form  of  discounts,  allowances,  terms,  services  or 
otherwise,  contrary  to  Section  2  of  the  Clayton  Act,  is  an  unfair  trade 
practice. 

Rule  8. 

The  secret  payment  or  allowance  of  rebates,  refunds,  excess  aUow- 
ances,  or  unearned  commissions,  credits,  or  discounts,  whether  in  the 
form  of  money,  free  goods,  extras,  or  otherwise,  or  secretly  extend- 
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ing  to  certain  purchasers  special  services  or  privileges  not  extended 
to  all  purchasers  under  like  terms  and  conditions,  with  the  intent  and 
with  the  effect  of  injuring  a  competitor  and  where  the  effect  may  be  to 
substantially  lessen  competition  or  tend  to  create  a  monopoly  or  to 
unreasonably  restrain  trade,  is  an  unfair  trade  practice. 
Rule  9. 

Directly  or  indirectly  to  sive,  or  permit  to  be  given,  or  offer  to  give 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to  pur- 
chase industry  products  from  the  maker  of  such  gift  or  offer  or  to 
influence  such  employers  or  principals  to  refrain  from  dealing  or 
contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 
Rule  10. 

The  circulation  of  threats  of  suit  for  infringement  of  patent  or 
trade-mark  among  customers  or  prospective  customers  of  competitors 
not  made  m  good  faith  but  for  the  purpose  or  with  the  effect  of 
harassing  or  intimidating  customers  or  prospective  customers  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their 
businesses,  is  an  unfair  trade  practice. 

Rule  11. 

The  offering  for  sale  or  the  selling  of  goods  below  cost,  with  the 
intent  and  with  the  effect  of  injuring  a  competitor  and  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  prac- 
tice  cost  being  determined  by  including  all  elements  recognized  by 
good  accounting  practices. 

Promulgated  by  the  Federal  Trade  Commission  November  13   1935 
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TRADE  PRACTICE  RULES 
FOR  THE 

VEGETABLE  IVORY  BUTTON  INDUSTRY 
PROMULGATED  MARCH  14.  1936 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  were  approved  and  promulgated  by  the  Com- 
mission under  its  trade  practice  conference  procedure  for  the  Vege- 
table Ivory  Button  Industry.  The  application  for  a  trade  practice 
conference  and  approval  of  rules  was  made  by  the  Vegetable  Ivory 
Button  Manufacturers*  Association.  In  the  course  of  the  proceedingh 
opportunity  for  presentation  of  views  of  all  persons  interested  in  or 
affected  by  the  proposed  rules  was  given  and  conferences  held  with 
industry  representatives.  This  industry  is  engaged  in  manufacturing 
buttons  from  the  nut  of  palms  grown  in  Central  and  South  America. 

According  to  information  furnished,  the  members  of  the  Vegetable 
Ivory  Button  Manufacturers'  Association  represent  over  80  percent  of 
this  industry  in  the  United  States  as  to  volume  of  production  and 
number  of  concerns  engaged  in  the  industry.  It  was  reported  that  the 
industry  has  an  invested  capital  of  approximately  $5,000,000,  including 
plant,  machinery,  and  equipment,  and  employs  between  1,200  and  1,500 
wage   earners. 

The  rules  approved  by  the  Commission  have  been  placed  under 
Group  I.  as  prohibiting  illegal  competitive  practices. 

THE  RULES 

GROUP  I* 

Rule  1. 

The  use  of  false  or  deceptive  selling  methods  or  false  or  deceptive 
credit  terms  which  have  the  tendency,  capacity,  or  effect  of  misleading 
or  deceiving  purchasers  or  prospective  purchasers  is  an  unfair  trade 
practice.  * 

Rule  2. 

The  false  or  deceptive  marking  or  branding  of  products  of  the 
industry  for  the  purpose  or  with  the  capacity,  tendency,  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public  with  respect  to  the  grade,  quality,  quantity,  use. 
size,  material,  content,  origin,  preparation,  manufacture,  or  distribu- 
tion of  such  products,  or  in  any  other  material  respect,  is  an  unfair 
trade  practice. 
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*S«e  pagre  . .   for  headnote  applicable  to  Group  I  Rule*. 


Rule  3. 


The  making,  or  causing  or  permitting  to  be  made  or  published,  any 
false,  untrue,  or  deceptive  statement  or  representation,  by  way  of 
advertisement  or  otherwise,  concerning  the  grade,  quality,  quantity, 
use,  size,  material,  content,  origin,  preparation,  manufacture,  or  dis- 
tribution of  any  industry  products,  or  in  any  other  material  respect, 
with  the  purpose  or  with  the  capacity,  tendency,  or  effect  of  mislead- 
ing or  deceiving  purchasers,  i)rospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 

Rule  4. 

Defamation  of  competitoi-s  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
the  grade,  quality,  or  manufacture  of  the  products  of  competitors,  or 
of  their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  with  the  capacity,  tendency,  or  effect  of  misleading  or 
deceiving  purchasers  or  prospective  purchasers  and  the  tendency  to 
injuriously  affect  the  business  of  such  competitors,  is  an  unfair  trade 
practice. 


/ 


RuuB  5. 


The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-mai-ks  among  customei-s  or  prospective  customers  of  a  competitor, 
not  made  in  good  faith  but  for  the  purpose  of  harassing  or  intimidating 
such  customers  or  prospective  customers  or  othei-wise  prejudicing  or 
injuring  competitors  in  their  businesses,  is  an  unfair  trade  practice. 

Rule  6. 

The  secret  payment  or  allowance  of  rebates,  refunds,  commissions, 
credits,  unearned  discounts  or  allowances,  whether  in  the  form  of 
money,  or  disguised  as  free  samples  to  purchasers  or  in  some  other 
form  of  disguise,  or  secretly  extending  or  granting  to  certain  pur- 
chasers special  allowances  on  the  return  or  exchange  of  unused  goods 
or  other  special  privileges  or  services  not  extended  or  granted  to  all 
purchasers  under  like  terms  and  conditions,  with  the  intent  and  the 
effect  of  thereby  injuring  a  competitor  and  where  the  effect  may  be 
to  substantially  lessen  competition,  or  tend  to  create  a  monopoly,  or 
unreasonably  restrain  trade,  is  an  unfair  trade  practice. 

Rule  7. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customei-s  or  prospective  customers,   or  to  agents,   employees,   or 
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representatives  of  competitors'  customers  or  prospective  customers, 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  influence  their  employers  or  principals  to  purchase  or  contract 
to  purchase  products  manufactured  or  sold  by  such  industry  member 
or  the  maker  of  such  gift  or  offer  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  8. 

Wilfully  inducing  or  attempting  to  induce,  by  any  false  or  decep- 
tive means  whatsoever,  the  breach  of  any  lawful  contract  or  contracts 
existing  between  competitors  and  their  customers  or  their  suppliers,  or 
wilfully  interfering  with  or  obstructing  the  performance  of  any  such 
contractual  duties  or  services,  with  the  purpose  and  effect  of  unduly 
hampering,  injuring,  or  embarrassing  competitors  in  their  businesses, 
is  an  unfair  trade  practice. 

Rule  9. 

Securing  information  from  competitors  concerning  their  businesses 
by  false  or  misleading  statements  or  representations  or  by  false  im- 
personations of  one  in  authority  and  the  wrongful  use  thereof  to  unduly 
hinder  or  stifle  the  competition  of  such  competitors  is  an  unfair  trade 
practice. 

Rule  10. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  en- 
gaged in  interstate  commerce  in  the  course  of  such  commerce  either 
directly  or  indirectly  to  discriminate  in  price  between  different  pur- 
chasers of  industry  products  sold  for  use,  consumption,  or  resale  within 
the  United  States  or  any  place  subject  to  its  jurisdiction  (whether  in 
the  form  of  price 'differentials,  discounts,  terms  of  payment,  transpor- 
tation allowances,  free  goods,  services,  or  otherwise)  and  where  the 
effect  of  such  discriminatipn  may  be  to  substantially  lessen  competi- 
tion or  tend  to  create  a  monopoly  in  any  line  of  commerce :  Provided, 
That  nothing  herein  contained  shall  prevent  discrimination  in  price 
between  purchasers  of  commodities  on  account  of  differences  in  the 
grade,  quality,  or  quantity  of  the  commodity  sold,  or  that  makes 
only  due  allowance  for  difference  in  the  cost  of  selling  or  transporta- 
tion, or  discrimination  in  price  in  the  same  or  different  communities 
made  in  good  faith  to  meet  competition :  And  provided  further,  That 
nothing  herein  contained  shall  prevent  persons  engaged  in  selling 
goods,  wares,  or  merchandise  in  commerce  from  selecting  their  own 
customers  in  bona  fide  transactions  and  not  in  restraint  of  trade. 

Rule  11. 

The  practice  of  imitating  or  causing  to  be  imitated,  or  directly  or 
indirectly   promoting   or   aiding   the    imitation    of,    the   trade-marks, 
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trade  names,  or  other  exclusively  owned  sjTnbols  or  marks  of  identi- 
fication of  competitors,  or  the  exclusively  owned  patterns  of  com- 
petitors which  have  not  been  directly  or  by  operation  of  law  dedicated 
to  the  public,  having  the  capacity,  tendency,  or  effect  of  misleading 
or  deceiving  purchasers  or  prospective  purchasers  or  the  consuming 
public,  is  an  unfair  trade  practice. 

Rule  12. 

The  practice  of  selling  goods  below  the  seller's  cost,  with  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  where  the  effect  may 
be  to  substantially  lessen  competition  or  tend  to  create  a  monopoly 
or  unreasonably  restrain  trade,  is  an  unfair  trade  practice;  all  elements 
recognized  by  good  accounting  practice  as  proper  elements  of  such 
cost  shall  be  included  in  determining  cost  under  this  rule. 

Rule  U. 

The  practice  of  using  any  pi-oduct  of  the  industry  as  a  ''loss  leader" 
to  induce  the  purchase  of  other  merchandise,  the  sale  of  which  mer- 
chandise is  used  to  recoup  the  loss  sustained  on  the  "loss  leader" 
product  so  sold,  with  the  tendency  or  capacity  to  mislead  or  deceive 
purcha.sers  or  prospective  purchasers  and  which  unfairly  diverts  trade 
from  or  otherwise  injures  competitors,  is  an  unfair  trade  practice. 

GROUP  II*  •  .  . 

Rule  A. 

The  practice  of  shipping  goods  on  approval  or  on  consignment  or 
pretended  consignment,  which  goods  have  not  been  previously  requested 
or  ordered,  is  condemned  by  the  industry. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  in- 
dustry to  cooperate  with  the  Federal  Trade  Commission  and  to 
perform  such  acts  as  may  be  legal  and  proper  to  put  these  rules 
into  effect. 

Promulgated  by  the  Federal  Trade  Commission  March  14,  1936. 


*  S(>e  pave  VIII  for  headnotc  applicable  to  Group  II  Rules. 
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TRADE  PRACTICE  RULES 
FOR  THE 

PAPER  DRINKING  STRAW  MANUFACTURING  INDUSTRY 

PROMULGATED  JULY  3.  1936 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  were  approved  and  promulgated  by  the  Com- 
mission tinder  its  trade  practice  conference  procedure  for  the  Paper 
Drinking  Straw  Manufacturing  Industry.  The  application  for  a  trade 
practice  conference  and  approval  of  rules  was  made  by  a  Committee 
said  to  represent  approximately  80  percent  of  the  members  of  the 
industry  from  the  standpoint  of  numbers.  In  the  course  of  the  pro- 
ceedings opportunity  for  presentation  of  views  of  all  persons  interested 
in  or  affected  by  the  proposed  rules  was  given  and  conferences  held 
with  industry  representatives. 

Members  of  this  industry  are  engaged  in  manufacturing  paper 
tubes  especially  adapted  for  and  known  as  paper  ''drinking  straws." 
These  are  produced  in  the  form  of  both  bulk  and  wrapped  straws. 
The  individually  wrapped  sanitary  drinking  tubes,  originated  some 
thirty  years  ago.  have  become  in  the  main  drinking  straws.  In  contra- 
distinction to  the  wrapped  ** straws,"  those  packed  in  cartons  and  not 
wrapped  separately  or  in  twos  in  cigarette  or  tissue  paper  are  referred 
to  in  the  industry  as  "bulk  straws."  ** Straws"  are  exported  t/) 
England,  South  America,  South  Africa,  New  Zealand,  and  many  other 
foreign  countries.  All  members  of  the  industry,  it  is  said,  are  engaged 
in  the  manufacture  and  sale  of  bulk  straws.  Many  of  these,  either 
directly  or  through  separate  companies,  are  also  engaged  in  the  busi- 
ness of  wrapping  straws.  The  annual  volume  of  sales  is  reported  at 
this  time  to  be  approximately  $1,000,000,  with  nearly  500  persons 
employed  in  the  various  plants. 

The  rules  approved  by  the  Commission  have  been  placed  under 
(rronp  T.  as  prohibiting  illegal  competitive  practices. 

THE  RULES 

GROUP  I* 

Rule  1. 

The  practice  of  selling  goods  below  the  seller's  cost,  with  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  where  the  effect  may 
be  to  substantially  lessen  competition  or  tend  to  create  a  monopoly  or 
unreasonably  restrain  trade,  is  an  unfair  trade  practice;  all  elements 


*  See  patre  VIII  for  headnote  applieable  to  Gronp  I  RaI«B. 
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recognized  by  good  accounting  practice  as  proper  elements  of  such 
cost  shall  be  included  in  determining  cost  under  this  rule. 

Rule  2. 

The  false  marking  or  branding  of  products  of  the  industry,  with 
the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  purchasers 
with  respect  to  the  grade,  quality,  quantity,  substance,  character, 
nature,  origin,  size,  or  preparation,  or  in  any  other  material  respect, 
of  the  goods  purchased,  is  an  unfair  trade  practice. 

Rule  3. 

The  imitation  of  the  trade-marks,  trade  names,  brands,  labels,  or 
other  marks  of  identification  of  competitors,  having  the  tendency, 
capacity,  or  effect  of  misleading  or  deceiving  purchasers  or  prospective 
purchasers,  is  an  unfair  trade  practice. 

Rule  4. 

The  making,  or  causing  or  permitting  to  be  made  or  published,  any 
false,  untrue,  or  deceptive  statement  or  representation,  by  way  of 
advertisement  or  otherwise,  concerning  the  grade,  quality,  quantity, 
substance,  character,  nature,  origin,  size,  or  preparation,  or  in  any  other 
material  respect,  of  any  product  of  the  industry  sold  or  offered  for 
sale,  having  the  tendency,  capacity,  or  effect  of  misleading  or  deceiving 
purchasers  or  prospective  purchasers,  is  an  unfair  trade  practice. 

Rule  5.  * 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade  or  quality  of  their  goods,  with  the  tendency,  capacity,  or 
effect  of  misleading  or  deceiving  purchasers  or  prospective  purchasers, 
or  with  the  tendency,  capacity,  or  effect  of  unduly  hampering,  injur- 
ing, or  prejudicing  such  competitors  in  the  conduct  of  their  businesses, 
is  an  unfair  trade  practice. 

Rule  6. 

Wilfully  inducing  or  attempting  to  induce  the  breach  of  existing 
contract  or  contracts  between  competitors  and  their  customers  or  their 
suppliers  by  any  false  or  deceptive  means  whatsoever,  or  wilfully 
interfering  with  or  obstructing  the  performance  of  any  such  contractual 
duties  or  services  by  any  such  means,  with  the  purpose  and  effect  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their 
businesses,  is  an  unfair  trade  practice. 

Rule  7. 
The  publishing  or  circulating  by  any  member  of  the  industry  of 
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false  or  misleading  price  quotations,  price  lists,  terms  of  sale,  or  di»-* 
counts,  having  the  tendency,  capacity,  or  effect  of  misleading  or  deceiv- 
ing purchasers  or  prospective  purchasers,  is  an  unfair  trade  practice. 
Rule  8. 

Price  discrimination,  as  between  purchasers  of  industry  products, 
whether  in  the  form  of  discounts,  allowances,  terms,  services,  or  other- 
wise, contrary  to  Section  2  of  the  Clayton  Act,  is  an  unfair  trade 
practice. 

Rule  9. 

The  secret  payment  or  allowance  of  rebates,  refunds,  excess  allow- 
ances, or  unearned  commissions,  credits,  or  discounts,  whether  in  the 
form  of  money,  free  goods,  extras,  or  otherwise,  or  secretly  extending 
to  certain  purchasers  special  services  or  privileges  not  extended  to  all 
purchasers  under  like  terms  and  conditions,  with  the  intent  and  with 
the  effect  of  injuring  a  competitor  and  where  the  effect  may  be  to 
substantially  lessen  competition  er  tend  to  create  a  monopoly  or  to 
unreasonably  restrain  trade,  is  an  unfair  trade  practice. 

Rule  10. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to  give, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to  pur- 
chase industry  products  from  the  maker  of  such  gift  or  offer  or  to 
influence  such  employers  or  principals  to  refrain  from  dealing  or 
contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 

Rule  11. 

The  circulation  of  threats  of  suit  for  infringement  of  patent  or 
trade-mark  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of 
harassing  or  intimidating  customers  or  prospective  customers  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 

Rule  12.  * 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 

Rule  13. 

Withholding  from  or  inserting  in  the  invoice  statements  which  make 
thtf  invoice  af  false  record,  wholly  or  in  part,  of  the  transaction  repro- 
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sented  on  the  face  thereof,  with  the  purpose  or  effect  of  misleading 
or  deceiving  purchasers  or  prospective  purchasers,  is  an  unfair  trade 
practice. 

Rule  14. 

The  practice  by  a  member  of  the  industry  of  selling  or  marketing 
industry  products  through  a  pretended  independent  concern  to  induce 
the  purchasing  public  to  believe  such  concern  is  independent  and  in 
competition  with  the  said  member  of  the  industry  owning  or  controll- 
ing such  concern,  when  such  is  not  the  fact,  with  the  tendency  or 
capacity  to  mislead  or  deceive  purchasers,  prospective  purchasers,  or 
the  consuming  public,  is  an  unfair  trade  practice. 

Promulgated  by  the  Federal  Trade  Commission  July  3,  1936. 
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FEDERAL  TRADE  COMMISSION 

TRADE  PRACTICB  RULES 
FOR  THE 

BUFF  AND  POLISHING  WHEEL  MANUFACTURING 

INDUSTRY 

PROMULGATED  JULY  9,  1936 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  were  approved  and  promulgated  by  the  Federal 
Trade  Commission  under  its  trade  practice  conference  procedure  for 
the  Buff  and  Polishing  Wheel  Manufacturing  Industry.  The  application 
for  a  trade  practice  conference  and  approval  of  rules  was  made  by 
the  Buff  and  Polishing  Wheel  Manufacturers'  Association,  Incor- 
porated, said  to  represent  66  percent  of  the  total  number  of  firms 
engaged  in  the  business  of  manufacturing  and  selling  buffs  and  polish- 
ing wheels.  According  to  information  furnished,  the  members  of  this 
association  represented  94  percent  of  the  total  volume  of  sales  in  the 
industry  for  the  year  1935.  In  the  course  of  the  proceedings  oppor- 
tunity for  presentation  of  views  of  all  persons  interested  in  or  affected 
by  the  proposed  rules  was  given  and  conferences  held  with  industry 
representatives. 

Members  of  the  Buff  and  Polishing  Wheel  Manufacturing  Industry 
are  engaged  in  the  business  of  manufacturing  and  selling  buffs  and 
polishing  wheels,  used  for  wiping,  cleaning,  or  oiling  and  in  connection 
with  abrasives  for  the  purpose  of  producing  finished  surfaces  on  metals 
or  on  other  materials. 

The  volume  of  sales  by  the  industry  for  the  year  1935  is  said  to  have 
amounted  to  over  $4,000,000.  Approximately  1,200  employees,  it  was 
stated,  are  employed  in  the  industry  in  both  productive  and  non- 
productive capacities. 

The  rules  approved  by  the  Commission  have  been  placed  under 
Group  I,  as  prohibiting  illegal  competitive  practices. 

THE  RULES 

GROUP  I* 

Rule  1. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors*  customers  or  prospective  customers,  with- 


*  See  paee  VIII  for  headnote  applicable  to  Group  I  Rul«a. 
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out  the  knowledge  of  their  employers  or  principals,  as  an  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  products  manufactured  or  sold  by  such  industry  member  or 
the  maker  of  such  gift  or  offer  or  to  influence  such  employers  or  prin- 
cipals to  refrain  from  dealing  in  the  products  of  competitors  or  from 
dealing  or  contracting  to  deal  with  competitors. 

Rule  2. 

Securing  information  from  competitors  concerning  their  businesses 
by  false  or  misleading  statements  or  representations  or  by  false  im- 
personations of  one  in  authority  and  the  wrongful  use  thereof  to 
unduly  hinder  or  stifle  the  competition  of  such  competitors  is  an  unfair 
trade  practice. 

Rule  3. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  or  conditions  of  employment,  with  the  tendency,  capacity, 
or  effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  4. 

The  secret  payment  or  allowance  of  rebates,  refunds,  commissions, 
or  unearned  discounts,  whether  in  the  form  of  money  or  otherwise, 
or  secretly  extending  to  certain  purchasers  special  services  or  privileges 
not  extended  to  all  purchasers  under  like  terms  and  conditions,  with 
the  intent  and  with  the  effect  of  injuring  a  competitor  and  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 

Rule  5. 

Wilfully  inducing  or  attempting  to  induce,  by  any  false  or  decep- 
tive means  whatsoever,  the  breach  of  any  lawful  contract  or  contracts 
existing  between  competitors  and  their  customers  or  their  suppliers, 
or  wilfully  interfering  with  or  obstructing  the  performance  of  any 
inch  contractual  duties  or  services,  with  the  purpose  and  effect  of 
unduly  hampering,  injuring,  or  embarrassing  competitors  in  their 
businesses,  is  an  unfair  trade  practice. 

Rule  6. 

For  any  member  of  the  industry  knowingly  to  aid  or  abet  another 
in  the  use  of  unfair  trade  practices  is  an  unfair  trade  practice. 
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Rule  7. 

The  making,  or  causing  or  permitting  to  be  made  or  published,  any 
false,  untrue,  or  deceptive  statement  or  representation,  by  way  of 
advertisement  or  otherwise,  concerning  the  grade,  quality,  quantity, 
substance,  character,  nature,  origin,  size,  production  costs,  or  prepa- 
ration of  any  product  of  the  industr}%  or  in  any  other  material  respect, 
having  the  tendency  or  capacity  to  mislead  or  deceive  purchasers,  pros- 
pective purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  8. 

Withholding  from  or  inserting  in  the  invoice  statements  which  make 
the  invoice  a  false  record,  wholly  or  in  part,  of  the  transaction  repre- 
sented on  the  face  thereof,  with  the  purpose  or  effect  of  misleading  or 
deceiving  purchasers,  prospective  purchasers,  or  the  consuming  public, 
is  an  unfair  trade  practice. 

Rule  9. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  en- 
gaged in*  interstate  commerce,  in  the  course  of  such  commerce,  either 
directly  or  indirectly,  to  discriminate  in  price  between  different  pur- 
chasers of  industry  products  sold  for  use,  consumption,  or  resale  within 
the  United  States  or  any  place  subject  to  its  jurisdiction,  whether  in 
the  form  of  prices,  price  differentials,  discounts,  terms  of  sale,  services, 
or  excessive  allowances  or  adjustments  for  alleged  defective  mer- 
chandise or  alleged  shortage,  or  otherwise,  and  where  the  effect  of  such 
discrimination  may  be  to  substantially  lessen  competition  or  tend  to 
create  a  monopoly  in  any  line  of  commerce:  Proinded^  That  nothing 
herein  contained  shall  prevent  discrimination  in  price  between  pur- 
chasers of  commodities  on  account  of  differences  in  the  grade,  quality, 
or  quantity  of  the  commodity  sold,  or  that  makes  only  due  allowance 
for  difference  in  the  cost  of  selling  or  transportation,  or  discrimination 
in  price  in  the  same  or  different  communities  made  in  good  faith  to 
meet  competition :  And  provided  further,  That  nothing  herein  contained 
shall  prevent  persons  engaged  in  selling  goods,  wares,  or  merchandise 
in  commerce  from  selecting  their  own  customers  in  bona  fide  transac- 
tions and  not  in  restraint  of  trade. 

Rule  10. 

The  practice  of  selling  goods  below  the  seller's  cost,  with  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  where  the  effect  may 
be  to  substantially  lessen  competition  or  tend  to  create  a  monopoly  or 
unreasonably  restrain  trade,  is  an  unfair  trade  practice;  all  elements 
recognized  by  good  accounting  practice  as  proper  elements  of  such 
cost  shall  be  included  in  determining  cost  under  this  rule. 

Rule  11. 

The  publishing  or  circulating  by  any  member  of  the  industry  of 
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false  or  misleading  price  quotations,  price  lists,  terms  or  conditions 
of  sale,  or  reports  as  to  transportation  costs,  production,  or  sales,  with 
the  purpose  and  tendency  or  capacity  to  mislead  or  deceive  purchasers, 
prospective  purchasers,  or  the  consuming  public,  is  an  unfair  trade 
practice. 

Rule  12. 

For  any  person,  firm,  jiartnership,  corporation,  or  association  to  enter 
into  or  take  part,  directly  or  indirectly,  in  any  agreement,  understand- 
ing, combination,  or  conspiracy  with  one  or  more  persons,  firms,  part- 
nerships, corporations,  or  associations  to  fix,  maintain,  or  enhance 
prices  or  suppress  competition  between  or  among  them  in  the  matter 
of  prices  or  terms  of  sale  with  respect  to  any  product  or  products  of 
the  industry  or  allied  products,  or  by  any  other  unlawful  means  to  fix, 
maintain,  or  enhance  prices  or  suppress  competition  between  or  among 
them  in  the  matter  of  prices  or  terms  of  sale,  is  an  unfair  trade  practice. 

GROUP  11* 

Rule  A. 

It  is  the  judgment  of  the  industry  that  each  member  should  inde- 
pendently keep  proper  and  accurate  records  for  determining  his  costs. 

Rule  B. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good 
will,  and  every  effort  should  be  made  by  the  disputants  themselves 
to  compose  their  differences.  If  unable  to  do  so  they  should,  if  possible, 
submit  these  disputes  to  arbitration. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  in- 
dustry to  cooperate  with  the  Federal  Trade  Commission  and  to 
perform  such  acts  as  may  be  legal  and  proper  to  put  these  rules 
into  effect. 

Promulgated  by  tlie  Federal  Trade  Commission  July  9,  1936. 


*  See  pasre  VIII  for  headnote  applkfclle  to  Group  II  Rulea. 


20 


FfiDEKAL  TKADE  COMMISSION 

TRADE  PRACTICE  RULES 

FOR  THE 

FLAT  GLASS  MANUFACTURING  INDUSTRY 
PROMULGATED  JULY  23,  1936 


STATEMENT  BY  THE  COMraSSION 

In  accordance  with  the  Commission's  instructions,  negotiations  were 
had  with  representatives  of  the  Flat  Glass  Industry  with  the  view  of 
so  amending  the  previously  promulgated  rules  for  the  industry  as 
would  bring  the  rules  into  conformity  with  the  Commission's  rulings 
as  to  Group  I  and  Group  II  rules.  As  a  result  of  such  negotiations 
and  acceptance  of  the  amended  rules  by  the  industry,  the  Commis- 
sion has  promulgated  the  rules  herewith  for  Manufacturers  and  Dis- 
tributors of  Flat  Glass.  These  rules  are  in  substitution  of  the  trade 
practice  conference  rules  for  this  industry  promulgated  by  the  Com- 
mission October  15,  1928. 

As  herein  set  out,  the  rules  are  classified  under  Group  I  and  Group 
II.  Those  under  Group  I  are  approved  by  the  Commission  as  prohibiting 
illegal  competitive  practices;  those  under  Group  II  are  received  by 
the  Commission  as  expressions  of  the  industry. 

The  principal  products  manufactured  and  distributed  by  this  in- 
dustry,  it  is  reported,  are  plate  glass,  window  glass,  safety  glass,  rough 
and  rolled  glass,  figured  glass,  wire  glass,  polished  wire  glass,  struc- 
tural glass,  and  store-front  construction  materials.  Many  of  the  dis- 
tributors, it  is  stated,  also  do  a  glazing  contract  business  in  addition 
to  the  distributing  end  of  their  business. 

It  is  estimated  that  the  annual  volume  of  business  of  the  industry  is 
about  $200,000,000,  and  the  invested  capital  approximately  $125,000,- 
000.  Twenty-five  thousand  wage  earners  are  said  to  be  employed  in 
the  industry. 

THE  RULES 
GROUP  I* 

Rule  1. 

Wilfully  inducing  or  attempting  to  induce,  by  any  false  or  deceptive 
means  whatsoever,  the  breach  of  any  lawful  contract  or  contracts  exist- 
ing between  competitors  and  their  customers  or  their  suppliers,  or 
wilfully  interfering  with  or  obstructing  the  performance  of  any  such 
contractual  duties  or  services,  with  the  purpose  and  effect  of  unduly 


*^Se«  paire  VIII  for  headnote  applicable  to  Group  I  Roka. 
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hampering,  injuring,  or  embarrassing  competitors  in  their  businesses, 
is  an  unfair  trade  praetice. 

Rule  2. 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry for  the  purpose  or  with  the  capacity,  tendency,  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public  with  respect  to  the  grade,  quality,  quantity,  use, 
size,  material,  content,  origin,  preparation,  manufacture,  or  distribu- 
tion of  such  products,  or  in  any  other  material  respect,  is  an  unfair 
trade  practice. 

Rule  3. 

The  sale  or  offering  for  sale  of  any  product  of  the  industry  with 
the  intent  and  with  the  effect  of  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public  as  to  the  quantity,  quality,  sub- 
stance, or  size  of  such  product,  is  an  unfair  trade  practice. 

Rule  4. 

In  the  sale,  offering  for  sale,  or  shipment  of  window,  sheet,  or  other 
flat  glass,  the  failure  to  brand,  mark,  or  identify  such  glass  so  as  to 
disclose  its  true  character,  where  such  failure  to  brand,  mark,  or 
identify  such  glass  has  the  tendency,  capacity,  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 

Rule  5. 

The  secret  payment  or  allowance  of  rebates,  refunds,  commissions, 
credits,  or  unearned  discounts,  whether  in  the  form  of  money  or 
otherwise,  or  secretly  extending  to  certain  purchasers  special  services 
or  privileges  not  extended  to  all  purchasers  under  like  terms  and  con- 
ditions, with  the  intent  and  with  the  effect  of  injuring  a  competitor 
and  where  the  effect  may  be  to  substantially  lessen  competition  or  tend 
to  create  a  monopoly  or  unreasonably  restrain  trade,  is  an  unfair 
trade  practice. 

Rule  6. 

Price  discrimination  contrary  to  Section  2  of  the  Clayton  Act  as 
amended  by  the  Act  of  Congress  approved  June  19,  1936  (Public,  No. 
692,  74th  Congress)  is  an  unfair  trade  practice. 

Rule  7. 

The  practice  of  selling  goods  below  the  seller's  cost,  with  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  where  the  effect  may 
be  to  substantially  lessen  competition  or  tend  to  create  a  monopoly  or 
unreasonably  restrain  trade,  is  an  unfair  trade  practice;  all  elements 
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recognized  by  good  accounting  practice  as  proper  elements  of  sucb 
cost  shall  be  included  in  determining  cost  under  this  rule. 

GROUP  II* 

Rule  A. 

As  the  shipment  by  manufacturers  of  window  glass  without  labels 
on  each  light  showing  the  quality  of  such  glass  makes  possible  the 
easy  substitution  of  a  lower  quality  of  glass  for  a  higher  quality,  par- 
ticularly when  such  glass  is  removed  for  shipment  or  use  from  the 
original  factory  container,  the  industry  hereby  records  its  approval  of 
the- labeling  by  manufacturers  in  accordance  with  accepted  standards 
of  the  industry  of  each  light  of  window  glass  showing  its  thickness 
and  quality  as  a  means  of  preventing  deception  of  the  purchasing 
public. 

Rule  B. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good  will, 
and  every  effort  should  be  made  by  the  disputants  themselves  to  com- 
pose their  differences.  If  unable  to  do  so  they  should,  if  possible, 
submit  these  disputes  to  arbitration. 

Rule  C. 

Contracts,  either  written  or  oral,  are  business  obligations  which 
should  be  performed  in  letter  and  in  spirit.  The  repudiation  of  con- 
tracts by  sellers  on  a  rising  market  or  by  buyers  on  a  declining  market 
is  equally  reprehensible  and  is  condemned  by  the  industry. 

Promulgated  by  the  Federal  Trade  Commission  July  23,  1936. 


*  See  paire  VIII  for  headnot*  applicable  to  Group  11  Rolaa. 
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TRADE  PRACTICE  RULES 
FOR  THE 


JUVENILE  WHEEL  GOODS  MANUFACTURING 

INDUSTRY 

PROMULGATED  JULY  30.  1936 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  conference  rules  for  the  Juvenile  Wheel  Goods  Manu- 
facturing  Industry,  a  division  of  the  Toy  and  Playthings  Industry, 
are  promulgated  by  the  Federal  Trade  Commission  under  its  trade 
practice  conference  procedure.  The  rules  approved  by  the  Commission 
have  been  placed  in  Group  I,  as  prohibiting  illegal  competitive  prac- 
tices  The  rules  in  Group  II  are  received  by  the  Commission  as  expres- 
sions of  the  industry.  Application  for  the  trade  practice  conference 
was  originally  made  by  the  Juvenile  Wheel  Goods  Association.  Upon 
the  application  due  proceedings  were  had,  including  hearings  and  con- 
ferences  with  industry  representatives  and  other  interested  or  affected 

parties.  *  .     i   j     xi.     *  i 

Items  manufactured  by  members  of  the  industry  include  the  fol- 
lowing: Velocipedes  and  tricycles;  sidewalk  cycles  (with  wheels  14 
inches  in  diameter  and  under) ;  scooters;  three-wheel  play  cars  (with 
or  without  pedals) ;  children's  automobiles;  children's  wagons  (coast- 
ers, express,  and  play);  children's  wheelbarrows;  baby  walkers  and 
tenders;  parts  of  children's  wheel  goods  for  sale  as  such;  and  wheel 

goods  not  specified  by  kind. 

At  the  time  the  application  was  filed,  it  was  reported  that  the 
production  by  members  of  the  industry  in  1934,  the  latest  period 
for  which  figures  were  available,  amounted  to  approximately  $10,000,- 
000.  It  was  estimated  that  between  5,000  and  10,000  persons  were 
employed  in  the  industry. 

THE  RULES 
GROUP  I* 

HUL£   1. 

The  practice  of  selling  goods  below  the  seller's  cost,  with  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  where  the  effect  max 
be  to  substantially  lessen  competition  or  tend  to  create  a  monopoly 
or  unreasonably  restrain  trade,  is  an  unfair  trade  practice;  all  ele- 
ments recognized  by  good  accounting  practice  as  proper  elements  of 
such  cost  shall  be  included  in  determining  cost  under  this  rule. 


See  pac*  Vlll  for  h«idnoto  appUeabk  to  Groap  I  BoIm. 
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Rule  2. 

The  secret  payment  or  allowniue  of  rebates,  refunds,  commissions, 
or  unearned  discounts,  whether  in  the  form  of  raone.y  or  otherwise 
or  secretly  extending  to  certain  purchasers  free  samples  or  other 
special  services  or  privileges  not  extended  to  all  purchasers  under  like 
terms  and  conditions,  with  the  intent  and  with  the  effect  of  injuring 
a  competitor  and  where  the  effect  may  be  to  substantially  lessen  com"- 
petition  or  tend  to  create  a  monopoly  or  to  unreasonably  restrain  trade, 
is  an  unfair  trade  practice. 

Rule  3. 

The  making,  or  causinsr  or  permittinsr  to  be  made  or  publislied,  any 
false,  untrue,  or  deceptive  statement  or  representation,  by  way  of 
advertisement  or  otherwise,  concerning  the  character  of  a  member *8 
business  or  the  plan  of  operation  thereof,  or  concerning  the  grade, 
quality,  quantity,  substance,  charaeter.  nature,  orijrin,  size,  or  prepara' 
tion  of  any  product  of  the  industry,  having  the  tendency  or  capacity 
to  mislead  or  deceive  purchasers  or  prospective  purchasers  and  the 
tendency  to  injuriously  affect  the  business  of  competitors,  is  an  unfair 
trade  practice. 

Rule  4. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to  give, 
money  or  anythins:  of  value  to  agents,  employees,  or  repr*»sentatives 
of  customers  or  prospective  customers,  or  to  agents,  employees,  or 
representatives  of  competitors'  customers  or  prospective  customers, 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  influence  their  employers  or  principals  to  purchase  or  con- 
tract to  purchase  industry  products  from  the  maker  of  such  gift  or 
offer  or  to  influence  such  employers  or  principals  to  refrain  from  deal- 
ing or  contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 

Rule  5. 

Wilfully  inducing  or  attempting  to  induce  the  breach  of  any  law- 
fully existing  contract  or  contracts  between  competitors  and  their 
customers  by  any  false  or  deceptive  means  whatsoever,  or  wilfully 
interfering  with  or  obstructing  the  performance  of  any  such  con- 
tractual duties  or  services,  with  the  purpose  and  effect  of  unduly 
hampering,  injuring,  or  embarrassing  competitors  in  their  businesses, 
?s  an  unfair  trade  practice. 

Rule  6. 

The  offering  or  giving  of  prizes,  premiums,  or  gifts  in  connection 
with  the  sale  of  products,  or  as  an  inducement  thereto,  by  any  scheme 
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which  involves  lottery,  misrepresentation,  or  fraud,  is  an  unfair  trade 
practice. 

Rule  7. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade  or  quality  of  their  goods,  with  the  tendency  or  capacity 
to  mislead  or  deceive  purchasers  or  prospective  purchasers,  is  an 
unfair  trade  practice. 

Rule  8. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  oi 
trade-marks  among  customers  or  prospective  customers  of  a  com- 
petitor, not  made  in  good  faith  but  for  the  purpose  or  with  the  effect 
of  harassing  or  intimidating  such  customers  or  prospective  customers 
or  unfairly  prejudicing  or  injuring  competitors  in  their  businesses,  is 
an  unfair  trade  practice. 

Rule  9. 

Securing  information  from  competitors  concerning  their  businesses 
by  false  or  misleading  statements  or  representations  or  by  false  im- 
personation of  one  in  authority  and  the  wrongful  use  thereof  to  unduly 
hinder  or  stifle  the  competition  of  such  competitors  is  an  unfair  trade 
practice. 

Rule  10. 

The  selling  by  manufacturers  in  this  industry  of  regular  lines  of 
merchandise  as  "close-outs"  for  the  purpose  of  inducing  purchasers 
to  believe  they  are  receiving  bargains  when  such  is  not  the  case,  with 
the  tendency  or  capacity  to  mislead  or  deceive  purchasers  or  pros- 
pective purchasers,  is  an  unfair  trade  practice. 

Rule  11. 

Price  discrimination  contrary  to  Section  2  of  the  Clayton  Act  as 
amended  by  the  Act  of  Congress  approved  June  19,  1936  (Public,  No. 
692,  74th  Congress)  is  an  unfair  trade  practice. 

Rule  12. 

The  shipping  or  delivering  of  products  which  do  not  conform  to 
the  samples  submitted  or  representations  made  prior  to  securing  the 
orders,  without  the  consent  of  the  purchasers  to  such  substitution  and 
with  the  effect  of  deceiving  or  misleading  purchasers,  is  an  unfair 
trade  practice. 

Rule  13. 

The  imitation  of  the  trade  marks,  ti*ade  names,  or  other  marks  of 
identification    of   competitors,    having   the    tendency   or   capacity   to 
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mi^slead  or  deceive  j^iirchasers  or  prospeetive  purchasers,  is  aji  unfair 
trade  practice. 

Rule  14. 

For  any  manufacturer  in  this  industry  knowingly  to  aid  or  abet 
a  person,  firm,  or  corporation  in  the  use  of  unfair  trade  practices  is 
an  unfair  trade  practice. 

Rule  15. 

Withholdings:  from  or  inserting  in  the  invoice  statements  which 
make  the  invoice  a  false  record,  wholly  or  in  part,  of  the  transaction 
represented  on  the  face  thereof,  with  the  purpose  or  effect  of  misleading 
or  deceiving  purchasers  or  prospective  purchasers,  is  an  unfair  trade 
practice. 

Rule  16. 

For  any  person,  firm,  partnership,  corporation,  or  association  to  enter 
into  or  take  part,  directly  or  indirectly,  in  any  agreement,  understand- 
ing, combination,  conspiracy,  or  concerted  action  with  one  or  more 
other  persons,  firms,  partnerships,  corporations,  or  associations  to  fix, 
maintain,  or  enhance  prices  or  to  fix  or  control  terms  of  sale  with 
respect  to  any  product  or  products  of  the  industry  or  allied  products, 
or  to  unreasonably  restrain  trade,  or  by  any  other  unlawful  means  to 
fix,  maintain,  or  enhance  prices,  to  fix  or  control  terms  of  sale,  or 
otherwise  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice; 
and  it  is  not  contemplated  or  intended  that  any  other  rule  in  this  trade 
practice  agreement  shall  be  construed  or  used  to  effectuate  or  promote 
any  of  the  practices  condemned  in  tliis  rule. 

GROUP  II* 

Rule  A. 

It  is  the  judgment  of  the  industry  that  each  member  should  independ- 
ently keep  proper  and  accurate  records  for  determining  his  costs. 
Rule  B. 

The  practice  of  shipping  goods  on  approval  or  on  consignment  or 
pretended  consignment,  which  goods  have  not  been  previously  re- 
quested or  ordered,  is  condemned  by  the  industry. 

Rule  C. 

« 

It  is  the  judgment  of  the  industry  that  it  is  in  the  interest  of  the 
public  that  each  manufacturer,  while  fixing  individually  his  own  prices, 
s^all  openly  publish  the  current  list  prices  of  his  products  with  descrip- 
tions and  specifications  thereof  and  that  he  promptly  and  openly 
publish  any  revisions  thereof. 

Promulgated  by  the  Federal  Trade  Commission  July  30,  1936. 


•  S««  paire  VIU  for  headnotc  applicable  to  Gnwp  11  Rulaa. 
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TRADE  PRACTICE  RULES 
FOR  THE 

LADIES'  HANDBAG  MANUFACTURING  INDUSTRY 
PROMULGATED  AUGUST  18.  1936 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  conference  rules  for  the  Ladies*  Handbag  Manufac- 
turing Industry,  as  herein  set  forth,  are  promulgated  by  the  Commis- 
sion under  its  trade  practice  conference  procedure.  Application  for 
the  trade  practice  conference  and  approval  of  the  rules  was  made  by 
the  National  Authority  for  the  Ladies'  Handbag  Industry,  New  York 
City,  the  members  of  which  were  said  to  represent  about  82  percent 
of  the  total  volume  of  sales  in  the  industry.  During  the  course  of  the 
proceedings  opportunity  for  the  presentation  of  views  of  all  persons 
interested  in  or  affected  by  the  proposed  rules  was  given  and  con- 
ferences held  with  industry  representatives. 

According  to  information  furnished  by  the  applicant,  the  manufac- 
ture of  ladies'  handbags  is  carried  on  in  the  States  of  New  York,  Massa- 
chusetts, Connecticut,  Rhode  Island,  New  Jersey,  Pennsylvania,  Mary- 
land, Florida,  Illinois,  Wisconsin,  Missouri,  Washington,  California, 
Virginia,  Texas,  and  Ohio.  The  wholesale  sales  volume  for  the  industry 
for  the  year  ending  March  25,  1935,  was  estimated  at  $33,000,000. 
Between  12,000  and  15,000  persons  were  said  to  be  employed  in  the 
mdustry. 

As  contained  herein,  the  i-ules  are  classified  under  Group  I  and 
Group  II.  The  rules  under  Group  I  are  approved  by  the  Commission 
as  prohibiting  illegal  competitive  practices;  those  under  Group  II  are 
received  by  the  Commission  as  expressions  of  the  trade. 


THE  RULES 

GROUP  I* 

Rule  1. 

The  making,  or  causing  or  permitting  to  be  made  or  published, 
any  false,  untrue,  or  deceptive  statement  or  representation,  by  way 
of  advertisement  or  otherwise,  concerning  the  grade,  quality,  quantity, 
substance,  character,  nature,  origin,  size,  or  preparation  of  any  product 
of  the  industry,  or  concerning  credit  terms,  values,  policies,  services, 
or  the  nature  or  form  of  the  business  conducted,  having  the  tendency 
or  capacity  to  mislead  or  deceive  purchasers  or  prospective  purchasers, 
is  an  unfair  trade  practice. 


*  See  pa8«  VIU  for  headnotc  applicable  to  Group  I  Rules. 
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The  defamation  of  competitors  by  falsely  imputinj?  to  them  di., 

m2  Jk      ^.      ''  ^"''^  representations,  or  the  false  disparage- 

t^ms  vles'nor  "  '""  *^  "'  ''''  ""'^'  "^  competitors,  their  creSt 
terms,  values  pohc.es,  services,  or  the  nature  or  form  of  the  business 
conducted,  with  the  tendency  or  capacity  to  mislead  or  deceive  puT 
chasers  or  prospective  purchasers,  is  an  unfair  trade  practice. 
Rule  3. 

.  P'^fwf '*/  *'"'"^  ^""^  ^^"^  ^^"^  ««""'«  «°st.  '^th  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  whe^  the  effect  may 
be  to  substantially  lessen  competition  or  tend  to  create  a  ^0^0  y 
or  unreasonably  restrain  trade,  is  an  unfair  trade  practice.  AH  elZ 
ments  recognized  by  good  accounting  practice  as  proper  elements  of 
such  cost  shall  be  included  in  determining  cost  under  this  rule 
Rule  4. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to 
give,  money  or  anything  of  value  to  agents,  employees,  o;  represent* 
tives  of  customers  or  prospective  customers,  or  to  agents,  empwS 
ZtZTTTVl  competitors'  customei.  or  prospective  custom^ 
without  the  knowledge  of  their  employers  or  principals,  as  an  induct 

t^t  f^  r"'  ^"  ^"^'°-^^"  "'  ''"""P«'«  to  purchase  Tcon. 
tract  to  purchase  industry  products  from  the  maker  of  such  gift  or  off« 

or  to  influence  such  employers  or  principals  to  refrain  from  dealing 
or  contracting  to  deal  with  competitors,  is  an  unfair  trade  p^actit' 
Rule  5. 

trIaLff "'''"'  "^  *''""*'  °'  """"^  '•"•  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  a  competi- 
or,  not  made  in  good  faith  but  for  the  purpose  of  harassing  or  in- 
timidating such  customers  or  prospective  customers  or  otherwise 
S-ade     rSicT  ""^  """Petiton^  in  their  businesses,  is  an  unfair 

Rule  6. 

JuLZ'1  r^"""*"*  ""■  ^"""""^  "^  ^'^''^'''  ^'f^^^'  commissions, 
or  unearned  discounts,  whether  in  the  form  of  money  or  disguised 

as  advertising  allowances,  forwarding  or  transportation  charges,  ;epair 

charges,   or  otherwise,   or  secretly  extending  to  certain  ^ui^ra^e^ 

terms  and  conditions,  with  the  intent  and  with  the  effect  of  injuring 
competitors  and  where  the  effect  may  be  to  substantially  lessen  com 
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petition  or  tend  to  create  a  monopoly  or  to  unreasonably  restrain 
trade,  is  an  unfair  trade  practice. 

Rule  7. 

The  practice  of  branding  or  marking  or  packing  any  products,  or 
causing  the  same  to  be  branded  or  marked  or  packed,  in  a  manner  which 
is  calculated  to  or  does  deceive  or  mislead  purchasers,  prospective  pur- 
chasers, or  the  consuming  public  with  respect  to  the  brand,  grade, 
quality,  value,  quantity,  origin,  size,  substance,  character,  nature, 
material,  content,  or  preparation  of  such  products,  is  an  unfair  trade 
practice. 

Rule  8. 

Price  discrimination  contrary  to  Section  2  of  the  Clayton  Act  as 
amended  by  the  Act  of  Congress  approved  June  19,  1936  (Public,  No. 
692,  74th  Congress)   is  an  unfair  trade  practice. 

Rule  9. 

The  imitation  pf  .the  trade-marks,  trade  names,  or  other  marks  of 
identification  of  competitors,  having  tlie  tendency  or  capacity  to  mis- 
lead or  deceive  purchasers  or  prospective  purchasers,  is  an  unfair 
trade  practice. 

Rule  10. 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 
Rule  11. 

Wilfully  inducing  or  attempting  to  induce  the  breach  of  any  law- 
fully existing  contract  or  contracts  between  competitors  and  their 
customers  or  their  suppliers  by  any  false  or  deceptive  means  whatso- 
ever, or  wilfully  interfering  with  or  obstructing  the  performance  of 
any  such  contractual  duties  or  services,  with  the  purpose  and  effect 
of  unduly  hampering,  injuring,  or  embarrassinsr  competitors  in  their 
businesses,  is  an  unfair  trade  practice. 

Rule  12. 

Withholding  from  or  inserting  in  the  invoice,  bill  of  lading,  or 
other  document  of  title  statements  which  make  the  invoice,  bill  of 
lading,  or  other  document  of  title  a  false  record,  wholly  or  in  part, 
of  the  transaction  represented  on  the  face  thereof,  with  the  purpose 
or  effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  13. 

For  any  member  of  the  industry  knowingly  to  aid  or  abet  another 
in  the  use  of  unfair  trade  practices  is  an  unfair  trade  practice. 


30 


FEDEKAl.  TBADE  COMMISSION 


Rule  14. 

The  publishing  or  circulating  by  any  member  of  the  industry  of 
false  or  misleading  price  quotations,  price  lists,  or  terms  of  sale,  having 
the  tendency  or  capacity  to  mislead  or  deceive  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

GROUP  n* 

Rule  A. 

The  industry  disapproves  of  the  practice  of  accepting  the  return  of 
merchandise  after  the  same  has  been  in  the  hands  of  the  purchaser 
tor  an  unreasonable  length  of  time. 
Rule  B. 

It  is  the  judgment  of  the  industry  that  each  membeY  should  inde- 
pendently  keep  proper  and  accurate  records  for  determining  his  coste. 

Promulgated  by  the  Federal  Trade  Commission  August  18,  1936. 


•  See  page  VIH  for  headnote  applicable  to  Group  U  Roles. 
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TRADE  PRACTICE  RULES 
FOR  THE 

PRESERVE  MANUFACTURING  INDUSTRY 
PROMULGATED  SEPTEMBER  12.  1936 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  conference  rules  for  the  Preserve  Manufacturing 
Industry,  as  herein  set  forth,  are  promulgated  by  the  Commission 
under  its  trade  practice  conference  procedure. 

The  application  for  establishment  of  trade  practice  rules  for*  the 
industry  was  made  by  the  National  Preservers  Association,  Incorpo- 
rated, which  ai5sociation,  according  to  information  received,  represents 
in  its  membership  approximately  70  percent  of  the  total  production 
of  the  industry.  In  the  course  of  the  proceedings  public  hearings  were 
held  and  opportunity  afforded  for  hearing  of  all  interested  or  affected 
parties.  Due  consideration  was  given  to  the  suggestions  and  views 
,  presented. 

The  total  value  of  manufactured  products  of  the  industry  for  the 
year  1934  was  estimated  at  $30,000,000,  and  substantially  higher  for 
1935,  about  two-thirds  of  which  covered  products  manufactured  by 
the  applicants  for  the  trade  practice  conference. 

The  trade  practice  rules  appearing  herein  under  Group  I  are  ap- 
proved by  the  Commission  as  prohibiting  illegal  competitive  practices. 

THE  RULES 

GROUP  I*     - 

Rule  1. 

The  practice  of  selling,  advertising,  describing,  branding,  marking, 
labeling,  or  packing  of  fruit  preserves,  fruit  jams,  fruit  jellies,  or  apple 
butter,  or  any  simulation  thereof,  in  a  manner  which  is  calculated  to 
mislead  or  deceive,  or  has  the  tendency  and  capacity  or  effect  of  mis- 
leading or  deceiving,  purchasers,  prospective  purchasers,  or  the  con- 
suming public  with  respect  to  the  character,  nature,  content,  grade, 
quality,  quantity,  substance,  material,  preparation,  or  manufacture 
of  such  product,  or  in  any  other  material  respect,  is  an  unfair  trade 
practice. 

For  purposes  of  such  Rule  1. 

(a)  Preserve,  fruit  preserve,  jam,  fruit  jam,  are  understood  to 
mean  the  clean,  sound  fruit  product  possessing  definite  character- 


*  S«e  page  Vin  for  headnote  applicable  to  Gix>up  I  Rules. 
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istic  flavor  of  the  preserved  fruit  or  fruits  named  on  the  label,  made 
by  cooking  or  concentrating  to  a  suitable  consistency  properly  pre- 
pared, clean,  sound,  entire  edible  portion  of  fresh  fruit,  cold- 
packed  fruit,  canned  fruit,  or  a  mixture  of  two  or  all  of  these,  with 
sugar  or  with  sugar  and  water,  with  or  without  spice  or  vinegar, 
or  with  such  harmless  organic  acids  as  may  be  necessary  to  com- 
pensate for  natural  acid  deficiency  of  the  particular  fruit  used,  but 
excluding  acids  or  acid  salts  generally  recognized  as  chemical 
preservatives,  and  in  the  preparation  of  which  fruit  product  there 
is  used  not  less  than  forty-five  (45)  pounds  of  actual  fruit  to  each 
fifty-five  (55)  pounds  of  sugar.  In  the  case  of  fruits  deficient  in 
pectin,  or  whose  composition  or  texture  prevents  the  preparation 
of  preserve  or  jam  as  defined  herein  of  the  desired  consistency, 
nothing  herein  shall  prevent  the  addition  of  small  quantities  of 
pectin  or  pectinous  material.  Provided,  however,  That  if  such 
pectin  or  pectinous  material  is  added,  the  ratio  of  not  less  than 
forty-five  (45)  pounds  of  fruit  to  each  fifty-five  (55)  pounds  of 
sugar  shall  be  maintained,  and  the  finished  product  containing 
such  added  pectin  shall  contain  not  less  than  sixty-eight  (68)  per 
centum  water-soluble  solids  derived  from  the  fruit  and  sugar  used 
in  its  manufacture,  as  determined  by  refractometer  at  twenty  de- 
grees (20°)  centigrade  without  correction  for  the  insoluble  solids 
present. 

(b)  Jelly,  fruit  jelly,  is  understood  to  mean  the  clean,  sound, 
semisolid,  gelatinous  fruit  product  possessing  definite  characteris' 
tic  flavor  of  the  fruit  or  fruits  named  on  the  label,  made  by  con- 
centrating  to  a  suitable  consistency  the  strained  juice,  or  the  water 
extract,  from  fresh  fruit,  from  cold-packed  fruit,  from  canned 
fruit,  or  from  a  mixture  of  two  or  all  of  these,  with  sugar.  In  the 
case  of  fruits  whose  composition  prevents  the  preparation  of  jelly 
of  the  proper  texture,  nothing  herein  contained  shall  prevent  the 
use  of  the  small  quantity  of  peetin  or  pectinous  material  necessary 
to  produce  the  proper  consistency;  and  in  the  use  of  fruits  having  a 
natural  acid  deficiency,  nothing  herein  shall  prevent  the  use ''of 
such  harmless  organic  acids  as  may  be  necessary  to  compensate  for 
natural  acid  deficiency  of  the  particular  fruit  used,  but  excluding 
acids  or  acid  salts  generally  recognized  as  chemical  preservatives. 
Provided,  however,  That  such  jelly  containing  such  added  pectin 
or  pectinous  material  or  such  added  acidulants  shaU  contain  not 
less  than  sixty-five  (65)  per  centum  water-soluble  solids  derived 
from  the  fruit  and  sugar  used  in  its  manufacture,  as  determined 
by  refractometer  at  twenty  degrees  (20°)  centigrade,  and  its  com- 
position  shall  correspond  to  a  ratio  of  not  less  than  fifty   (50) 
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pounds  of  actual  pure  fruit  juice,  exclusive  of  added  water,  to  each 
fifty  (50)  pounds  of  sugar  in  the  original  batch. 

(c)  Apple  butter  is  understood  to  mean  the  clean,  sound  product 
made  by  cooking  or  concentrating  with  sugar  or  apple  juice,  or 
both,  the  properly  prepared,  clean,  sound,  edible  portion  of  apples 
(either  fresh,  cold-packed,  canned,  or  evaporated)  to  a  homo- 
geneous, semisolid  consistency,  with  or  without  vinegar,  salt,  and 
spice,  or  with  such  harmless  organic  acids  as  may  be  necessary 
to  compensate  for  natural  acid  deficiency  of  the  fruit  used,  but 
excluding  acids  or  acid  salts  generally  recognized  as  chemical 
preservatives ;  and  which  apple  butter  contains  not  less  than  forty- 
three  (43)  per  centum  water-soluble  solids  as  determined  by  re- 
fractometer at  twenty  degrees  (20°)  centigrade  without  correc- 
tion for  the  insoluble  solids  present,  and  be  prepared  with  not 
more  than  twenty  (20)  pounds  of  sugar  to  each  fifty  (50)  pounds 
of  such  edible  portion  of  fresh  apples,  or  of  their  equivalent  in 
cold-packed,  canned,  or  evaporated  apples,  exclusive  of  the  cores, 
seeds,  and  skins. 

(d)  Corn  syrup  preserve,  corn  syrup  jam,  com  syrup  jelly,  and 
com  syrup  apple  butter  are  understood  to  be  fruit  products  con- 
forming, respectively,  to  those  specified  in  paragraphs  (a),  (5), 
and  (c)  above,  but  in  the  manufacture  of  which  com  syrup  has 
been  substituted  wholly  for  sugar.  Com  syrup  and  sugar  pre- 
serve, corn  syrup  and  sugar  jam,  com  syrup  and  sugar  jelly,  and 
com  syrup  and  sugar  apple  butter  are  understood  to  be  fruit  prod- 
ucts conforming,  respectively,  to  those  specified  in  paragraphs  (a), 
(b),  and  (c)  above,  but  in  the  manufacture  of  which  a  combina- 
tion of  com  syrup  with  a  substantial  amount  of  sugar  has  been 
substituted  for  all  sugar.  Advertising,  representing,  branding,  or 
labeling  of  any  such  products  as  preserve,  jam,  jelly,  or  apple 
butter  without  fully  disclosing  that  the  product  is  such  com  symp 
or  corn  symp  and  sugar  preserve,  jam,  jelly,  or  apple  butter,  as 
the  case  may  be,  with  the  capacity  and  tendency  or  effect  of  mis- 
leading or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public,  is  an  unfair  trade  practice  within  the  meaning 
of  Rule  1. 

(e)  Honey  preserve,  honey  jam,  honey  jelly,  honey  apple  butter, 
are  understood  to  mean  fmit  products  conforming,  respectively, 
to  those  specified  in  paragraphs  (a),  (h),  and  (c)  above,  but  in 
the  manufacture  of  which  honey  has  been  substituted  wholly  for 
sugar.  Advertising,  representing,  branding,,  or  labeling  of  any 
such  honey  product  without  fully  disclosing  that  the  same  is  honey 
preserve,  honey  jam,  honey  jelly,  or  honey  apple  butter,  as  the  case 
may  be,  or  without  setting  forth  the  word  **  honey  **  as  prominently 
or  conspicuously  as  any  other  word  used  as  descriptive  of  the 
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product,  with  the  capacity  and  tendency  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consum- 
ing public,  is  an  unfair  trade  practice  within  the  meaning  of 
Rule  1. 

(/)  When  advertising,  representing,  branding,  or  labeling  any 
preserve,  jam,  or  jelly  containing  substantial  amounts  of  two  or 
more  fruits,  although  made  in  conformity  with  the  applicable  re- 
quirements of  paragraphs  marked  (o),  (&),  (d),  or  (c),  the  kinds 
of  fruit  so  contained  in  such  products  should  be  prominently  and 
conspicuously  disclosed  and  named  on  the  label  in  the  order  of 
their  predominance  by  weight.  Advertising,  representing,  brand- 
ing, or  labeling  of  any  preserve,  jam,  or  jelly  as  containing  two 
or  more  fruits  when  each  such  fruit  is  not  present  in  substantial 
and  characterizing  amounts,  with  the  capacity  and  tendency  or 
effect  of  misleading  or  deceiving  purchasers,  prospective  pur- 
chasers, or  the  consuming  public,  is  an  unfair  traoe  practice  within 
the  meaning  of  Rule  1. 

ig)  The  word  **sugar**  as  hereinabove  used  means  sucrose  or 
dextrose,  or  a  combination  thereof. 

Rule  2. 

The  practice  of  advertising,  labeling,  branding,  selling,  or  offering 
for  sale  an  imitation  preserve,  jam,  jelly,  or  apple  butter,  without 
clearly  and  prominently  disclosing  therein  that  the  product  is  such 
imitation,  with  the  tendency  and  capacity  or  effect  of  misleading  or 
deceiving  purchasers,  prospective  purchasers,  or  the  consuming  pub- 
lic, is  an  unfair  trade  practice. 

For  the  purposes  of  such  Rule  2 : 

(a)  Products  which  contain  a  smaller  proportion  of  fruit  than 
specified  in  the  applicable  requirements  set  forth  in  paragraphs 
marked  (a),  (&),  (c),  (d),  and  (e),  or  which  otherwise  fail  to 
conform  with  the  applicable  minimum  requirements  set  forth  in 
such  paragraphs,  respectively,  and  which  simulate  or  imitate  pre- 
serves, jams,  jellies,  or  apple  butter  as  described  in  such  para- 
graphs, and  which  are  used  or  sold  for  the  same  purpose,  except 
fruit  pie  filling,  fruit  sauce,  fruit  butter  other  than  apple  butter, 
mint,  wine,  and  calves-foot  jellies,  described,  represented,  labeled, 
and  sold  as  such,  and  preserved  citrus  fruit  products,  are  under- 
stood to  be  imitation  preserve,  imitation  jam,  imitation  jelly,  or 
imitation  apple  butter,  respectively;  and  to  avoid  deception  and 
confusion  of  the  purchasing  public  they  should  be  described,  rep- 
resented, labeled,  and  sold  as  such  respective  imitation  products. 
Rule  3. 
Withholding  from  or  inserting  in  the  invoice  statements  which  make 


TRADE  PRACTICE  RULES 


35 


the  invoice  a  I'alsp  record,  wliolly  or  in  part,  of  the  transaction  repre- 
sented on  the  faee  thereof,  with  the  purpose  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 

EXPLANATORY  STATEMENT 

These  rules  do  not  in  any  respect  supplant,  or  relieve  anyone  of 
the  necessity  of  complying  with,  the  legal  requirements  of  the  pure 
food  laws  or  other  provision  of  law.  They  are  established  under  the 
Federal  Trade  Commission  Act  for  the  purpose  of  more  effectively 
stamping  out  unfair  competitive  practices  in  the  interest  of  the  pub- 
lic, and  to  assist  in  freiieral  law  enforcement  to  this  end. 


Promulgated  by  the  Federal  Trade  Commission  September  12,  1936. 
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TRADE  PRACTICE  RULES 
FOR  THE 

RUBBER  TIRE  INDUSTRY 
PROMULGATED  OCTOBER  17,  1936 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Rubber  Tire  Industry,  as  herein  set 
forth,  were  today  promulgated  by  the  Commission  under  its  trade 
practice  conference  procedure.  A  general  conference  for  the  entire  in- 
dustry was  held,  under  the  auspices  of  the  Commission,  at  the  Stevens 
Hotel,  Chicago,  lUinois,  June  4,  1936.  At  such  conference  proposed 
rules  were  adopted  and  submitted  by  the  industry  to  the  Federal 
Trade  Commission  for  its  approval. 

The  proposed  rules  were  then  tentatively  passed  upon  by  the  Com- 
mission and  released,  with  certain  modifications,  for  a  15-day  period 
upon  public  notice  whereby  opportunity  was  afforded  to  all  interested 
or  affected  parties  to  present  to  the  Commission  their  views  regarding 
the  same,  including  suggestions  or  objections,  if  any.  Thereafter,  some 
further  amendments  were  adopted,  and  upon  full  consideration  of  the 
matter  the  rules  as  amended  and  herein  set  forth  were  approved  by 
the  Commission  as  to  Group  I,  and  as  to  Group  II  were  received  by 
the  Commission  as  expressions  of  the  industry. 

The  Rubber  Tire  Industry,  for  which  these  rules  are  promulgated, 
embraces  the  manufacturers  of  automotive  tires  and  tubes  and  all 
distributing  units  and  trade  outlets,  including  the  independent  deal- 
ers, jobbers,  wholesalers,  oil  company  outlets,  factory-owned  stores, 
chain  or  mass  distributors,  and  the  mail  order  houses. 

According  to  information  received,  the  manufacturers  number  about 
50  companies  and  the  distributing  units  and  trade  outlets  exceed 
100,000.  The  total  capital  investment  of  the  industry  is  said  to  ap- 
proximate  $2,000,000,000  and  the  aggregate  annual  volume'  of  busineM 
$750,000,000. 

THE  RULES 

GROUP  I* 

Rule  1. 

(a)  Prohibited  Discriminatory  Dijferentials,  Rebates,  Refunds,  Dis- 
counts, Credits,  and  Other  Allowances.-— It  is  an  unfair  trade  prac- 
tice for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly 
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or  indirectly,  any  price  differentials,  rebates,  refunds,  discounts, 
credits,  or  other  allowances  which  effectuate  a  discrimination  in  price 
bstween  different  purchasers  of  goods  of  like  grade  and  quality  where 
either  or  any  of  the  jjurchases  involved  therein  are  in  commerce^  and 
where  the  etfect  thereof  may  be  substantially  to  lessen  competition  or 
tend  to  create  a  monopoly  in  any  line  of  commerce^  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  oi 
knowingly  receives  the  benefit  of  such  discrimination  or  with  customers 
of  either  of  them :  Provided^  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold  for 
use,  consumption,  or  resale  within  any  place  under  the  jurisdiction 
of  the  United  states; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  m  which  sueli  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  tide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce^,  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept, 
anything  of  value  as  a  commission,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu  thereof,  except  for  services  ren- 
dered in  connection  with  the  sale  or  purchase  of  goods,  wares,  or 
merchandise,  either  to  the  other  party  to  such  transaction  or  to  an 
agent,  representative,  or  other  intermediary  therein  where  such  inter- 
mediary is  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or 
indirect  control,  of  any  party  to  such  transaction  other  than  the  person 
by  whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
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commerce*  to  pfcy  or  contract  for  the  payment  of  advertising  or  promo- 
tional allowances  or  any  other  thing  of  value  to  or  for  the  benefit  of 
a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured,  sold,  or  offered  for  sale  by  such  member,  unless  such  payment 
or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 

commodities. 

• 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  unfair 
trade  practice  for  any  member  of  the  industry  engaged  in  commerce' 
to  discriminate  in  favor  of  one  purchaser  against  another  purchaser 
or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  con- 
tributing to  the  furnishing  of,  any  services  or  facilities  connected  with 
the  processing,  handling,  sale,  or  offering  for  sale  of  such  commodity 
so  purchased  upon  terms  not  accorded  to  all  purchasers  on  propor- 
tionally equal  terms. 

(c)  Illegal  Price  Discrimi^iatifm,— It  is  an  unfair  trade  practice 
for  any  member  of  the  industry  or  other  person  engaged  in  commerce.* 
in  the  course  of  such  commerce  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress),  or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  2. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishon- 
orable condwt,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  poli- 
cies, or  services,  with  the  tendency,  capacity,  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 

Rule  3. 

The  practice  of  selling  goods  below  the  seller's  cost,  with  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  where  the  effect  may 
be  to  substantially  lessen  competition  or  tend  to  create  a  monopoly 
or  unreasonably  restrain  trade,  is  an  unfair  trade  practice;  all  ele- 
ments recognized  by  good  accounting  practice  as  proper  elements  of 
such  cost  shall  be  included  in  determining  cost  under  this  rule. 
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Rule  4. 

The  making,  or  causing  or  permitting  to  be  made  or  publisHed,  any 
false,  untrue,  or  deceptive  statement,  representation,  guarantee,  war- 
ranty, or  adjustment  policy,  by  way  of  advertisement  or  otherwise, 
concerning  the  grade,  quality,  quantity,  substance,  use,  character, 
nature,  origin,  size,  manufacture,  or  distribution  of  any  product  of  the 
industry  or  concerning  the  life  or  sei-vice  of  tires  or  tubes,  or  in  any 
other  material  respect,  having  the  tendency,  capacity,  or  effect  of  mis^ 
leading  or  deceiving  purchasers,  prospective  purchasers,  or  the  con- 
suming public,  is  an  unfair  trade  practice. 

Rule  5. 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry for  the  purpo*se  or  with  the  tendency,  capacity,  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public  with  respect  to  the  grade-  quality,  quantity,  use, 
size,  material,  content,  origin,  preparation,  manufacture,  or  distribu- 
tion of  such  products,  or  in  any  other  material  respect,  is  an  unfair 
trade  practice. 

Rule  6. 

For  any  person,  firm,  or  corporation  to  hold  himself  or  itself  out 
to  the  public  as  *'an  authorized  dealer"  when  such  is  not  the  fact,  or 
for  any  member  of  the  industry  to  misrepresent  the  character  of  his 
business,  with  the  tendency,  capacity,  or  effect  of  misleading  or  deceiv- 
ing purchasers,  prospective  purchasers,  or  the  consuming  public  is  an 
unfair  trade  practice. 

Rule  7. 

For  any  member  of  the  industry  to  represent,  by  advertising  or 
otherwise,  that  he  handles  *'all  standard  makes''  of  tires  or  tubes  when 
such  is  not  the  fact,  with  the  tendency,  capacity,  or  effect  of  mislead- 
ing or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 

Rule  8. 

Falsely  representing  in  the  sale  or  offering  for  sale  of  ''change  over" 
tires  or  tubes  that  such  tires  or  tubes  are  new  or  unused  when  they  are 
in  fact  not  new  or  unused,  with  the  tendency,  capacity,  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public,  is-  an  unfair  trade  practice. 

Rule  9. 

Withholding  from  or  inserting  in  the  invoice  or  sale  ticket  state- 
ments which  make  the  invoice  or  sale  ticket  a  false  record,  wholly 
or  in  part,  of  the  transaction  represented  on  the  face  thereof,  with 
the  purpose  or  effect  of  thereby  misleading  or  deceiving  purchasers, 
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prospective  purchasers,  or  the  consuming  public,  is  an  unfair  trade 
practice. 

Rule  10. 

(a)  The  passing?  off,  selling,  or  offering  for  sale  of  used,  rebuilt, 
recapped,  retreaded,  or  repaired  tires  as  new  or  unused  tires,  is  an 
unfair  trade  practice. 

(b)  The  sale  or  offering  for  sale  of  used,  rebuilt,  recapped,  retreaded, 
or  repaired  tires  which  have  been  dressed  or  prepared  so  as  to  simu- 
late new  or  unused  tires  without  having  durably  and  conspicuously 
branded  or  molded  in  the  rubber  thereof  the  word  "SECONDHAND," 
or  the  words  '*VSED  TIRE —^ REBUILT,"  "USED  TIRE  —  RE- 
CAPPED," "USED  TIRE  — RETREADED,"  or  "USED  TIRE-- 
REPAIRED/*  as  the  case  may  be,  or  without  otherwise  fully  and 
truthfully  disclosing  to  all  purchasers  and  users  the  fact  that  such 
tires  are  not  new  but  in  truth  are  secondhand  tires,  or  used  tires 
which  have  been  rebuilt,  recapped,  retreaded,  or  repaired,  respectively, 
with  the  purpose  or  witli  the  effect  of  misleading  or  deceiving  pur- 
chasers, prospective  purchasers,  or  the  consuming  public,  or  with  the 
purpose  or  effect  of  placing  an  instrument  of  fraud  or  deception  in 
the  hands  of  dealers  or  in  other  channels  of  trade,  is  an  unfair  trade 
practice.  ' 

Rule  11. 

■ 

The  direct  or  indirect  misrepresentation  of  tires  as  being  of  a  quality 
or  grade  higher  than  in  fact  they  are,  or  as  being  of  first,  second, 
third,  fourth,  or  fifth  line  or  grade  when  such  is  not  the  fact,  having 
the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  purchasers, 
prospective  purchasers,  or  the  consuming  public,  is  an  unfair  trade 
practice. 

Rule  12. 

The  use  in  advertisements  of  illustrations  or  depictions  of  tires  or 
tubes  of  a  different  brand,  style,  or  size,  or  of  a  higher  line,  grade, 
or  quality  than  the  tires  or  tubes  to  which  the  representations  in  such 
advertisements  are  truthfully  applicable,  having  the  capacity,  tend- 
ency, or  effect  of  misleading  or  deceiving  purchasers,  prospective  pur- 
chasers, or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  13. 

The  use  of  advertisements  or  representations  of  tires  or  tubes,  or 
of  prices  thereof,  which  are  in  fact  applicable  only  to  certain  limited 
sizes,  lines,  grades,  qualities,  styles,  or  brands,  -without  in  such  adver- 
tisements and  representations  truthfully  and  unequivocally  disclosing 
the  fact  of  such  limitations,  having  the  capacity,  tendency,  or  effect 
of  misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public,  is  an  unfair  trade  practice. 
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GROUP  11* 

Rule  A. 

Where  merchandise  at  wholesale  and  merchandise  at  retail  are  sold 
in  the  same  establishment,  the  failure  on  the  part  of  any  member  of 
the  industry  to  correctly  differentiate  between  or  identify  the  two 
types  of  transactions,  where  the  result  may  be  to  create  confusion 
and  deception  as- to  the  character  of  the  transaction  in  the  mind  of 
purchasers  or  prospective  purchasers,  is  condemned  by  the  industry. 
Rule  B. 

In  the  interest  of  public  safety  and  the  protection  of  purchasers 
and  prospective  purchasers  from  deception,  it  is  the  judgment  of  the 
industry  that  the  members  thereof  manufacturing  pneumatic  auto- 
mobile tires  should  mark  or  brand  such  tires  with  words  and  figures 
or  phrases,  molded  on  or  in  the  rubber  of  each  side  wall  of  such  tires 
(or  otherwise  affixed  on  each  such  side  in  some  equally  permanent 
manner)  which  will  unequivocally,  conspicuously,  and  truthfully  indi- 
cate  the  number  of  plies  existing  in  the  construction  of  such  tires  (ply 
as  herein  used  meaning  fabric  running  from  bead  to  bead  of  tire) 
for  example: ''^-PXr,'' or  **^.PLr,'' etc. 

The  failure  or  refusal  to  so  mark  or  brand  tires  as  provided  in  this 
rule  is  condemned  by  the  industry. 

Promulgated  by  the  Federal  Trade  Commission  October  17,  1936. 

•  See  paire  Vni  for  headnote  applicable  to  Group  II  Rules. 
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FOR 

PRIVATE  HOME  STUDY  SCHOOLS 
PROMULGATED  NOVEMBER  2,  1936 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Private  Home  Study  School  Industry, 
as  herein  set  forth,  were  today  promulgated  by  the  Federal  Trade 
Commission  under  its  trade  practice  conference  procedure. 

A  general  conference,  under  the  auspices  of  the  Commission,  was 
held  at  the  LaSalle  Hotel,  (  hicago,  Illinois,  June  24,  1936.  According 
to  information  received,  approximately  90  percent  of  the  industry', 
based  on  the  volume  of  business,  was  represented  at  this  conference. 
The  number  of  schools  in  the  Private  Home  Study  School  Industry  is 
approximately  400,  located  in  widely  separated  sections  of  the  country, 
and  the  number  of  students  enrolled  is  estimated  at  about  600,000.  At 
such  conference  pioposed  rules  were  adopted  and  submitted  by  the 
industry  to  the  Commission  for  its  approval. 

The  proposed  rules,  with  certain  modifications,  were  then  tentatively 
acted  upon  by  the  Commission  and  released  for  a  15-dav  period  upon 
public  notice  whereby  opportunity  was  afforded  all  interested  or 
affected  parties  to  present  to  the  Commission  their  views  regarding 
the  same,  including  suggestions  or  objections,  if  any.  Thereafter,  in 
the  course  of  the  proceedings,  one  amendment  to  the  rules  was  adopted, 
whereupon  the  rules  as  amended  and  herein  set  forth  were  approved 
by  the  Commission  as  to  Group  I ;  and  as  to  Group  II  were  received  by 
the  Commission  as  expressions  of  the  industry.  The  rules  this  day 
promulgated  by  the  Commission  for  this  industry  supersede  the  rules 
previously  promulgated  under  date  of  July  21,  1927. 

THE  RULES 

GROUP  I* 

Rule  1. 

The  making,  or  causing  or  permitting  to  be  made  or  published,  any 
false,  untrue,  or  deceptive  statement  or  representation,  by  way  of 
advertising  or  otherwise,  concerning  home  study  schools,  their  activities 
in  attempting  to  enroll  students,  or  concerning  the  character,  nature, 
quality,  value,  or  scope  of  any  course  of  instruction  or  educational 
service  offered,  or  in  any  other  material  respect,  with  the  tendency 


*  See  page  VIII  for  headnoU  applicable  to  Group  I  RuIm. 
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or  capacity  to  mislead  or  deceive  students,  prospective  students,  or 
the  public,  is  an  unfair  trade  practice. 

Rule  2. 

The  making  of  false,  untrue,  or  deceptive  statements  or  representa- 
tions regarding  actual  or  probable  earnings  or  opportunities  in  any 
vocation,  with  the  tendency  or  capacity  to  mislead  or  deceive  students, 
prospective  students,  or  the  public,  is  an  unfair  trade  practice. 

Rule  3. 

The  making  of  false,  untrue,  or  deceptive  statements  or  representa- 
tions regarding  the  opportunities  in  any  vocation  or  field  of  activity 
as  a  result  of  the  completion  of  any  given  course  of  instruction  or 
educational  service,  with  the  tendency  or  capacity  to  mislead  or  de- 
ceive students,  prospective  students,  or  the  public,  is  an  unfair  trade 
practice. 

Rule  4. 

The  making  of  false,  untrue,  or  deceptive  statements  or  representa- 
tions as  to  services  to  be  rendered  in  connection  with  the  securing  or 
attempting  to  secure  employment  for  students,  or  as  to  the  influence 
or  connection  of  any  school  or  schools  with  any  branch,  department, 
or  establishment  of  the  United  States  Government,  with  the  tendency 
or  capacity  to  mislead  or  deceive  students,  prospective  students,  or  the 
public,  is  an  unfair  trade  practice. 

Rule  5. 

The  making  of  false,  untrue,  or  deceptive  promises  or  representa- 
tions regarding  a  job  or  a  raise  in  pay  upon  completing  a  certain 
course  of  instruction  or  portion  thereof,  with  the  tendency  or  capacity 
to  mislead  or  deceive  students,  prospective  students,  or  the  public,  is 
an  unfair  trade  practice. 

Rule  6. 

Representing  an  offer  to  be  limited  as  to  time  or  otherwise  when 
such  is  not  the  fact,  with  the  tendency  or  capacity  to  mislead  or 
deceive  students,  prospective  students,  or  the  public,  is  an  unfair  trade 
practice. 

Rule  7. 

Representing  an  offer  as  *' special**  when  it  is  in  fact  a  ** regular" 
offer,  with  the  tendency  or  capacity  to  mislead  or  deceive  students, 
prospective  students,  or  the  public,  is  an  unfair  trade  practice. 

Rule  8. 

Offering  courses  of  instruction  at  prices  purported  to  be  reduced 
from. what  are  in  fact  marked-up  or  fictitious  prices,  with  the  tendency 
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or  capacity  to  mislead  or  deceive  students,  prospective  students,  or  the 
public,  is  an  unfair  trade  practice. 

Rule  9.  , 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use,  directly  or  indirectly,  any  so-called  **  money-back  * '  guarantee,  re- 
fund agreement,  or  other  similar  guarantee,  agreement,  or  contract 
between  school  and  student,  which  (a)  is  conditioned  upon  the  student 
taking  or  passing,  or  having  the  opportunity  to  take  or  pass,  a  future 
Government  or  Civil  Service  examination  or  test,  or  any  other  form 
of  future  examination  or  test  given  by  any  organization  not  affiliated 
with  the  school;  or  (h)  is  conditioned  upon  the  student  being  placed 
upon  a  Government  or  other  eligible  list;  or  (c)  is  conditioned  upon 
the  student  securing  or  having  the  opportunity  to  secure  employment 
within  the  field  of  training  pursued;  or  (d)  is  conditioned  upon  any 
other  contingency;  and  Avhich  has  the  capacity,  tendency,  or  effect  of 
misleading  or  deceiving  students  or  prospective  students  because  of 
the  text  of  such  guarantee,  agreement,  or  contract,  or  because  of  the 
representations  regarding  the  same,  or  because  of  the  circumstances 
or  other  conditions  of  its  use,  or  which  otherwise  involves  deception, 
misrepresentation,  bad  faith,  or  the  deceptive  concealment  of  pertinent 
facts. 

Rule  10. 

Making  offers  of  scholarships  or  partial  scholarships  in  such  manner 
as  to  mislead  or  deceive  students  or  prospective  students  into  the  belief 
that  such  offers  are  bona  fide,  when  they  are  in  fact  not  bona  fide,  is  an 
unfair  trade  practice. 

Rule  11. 

Representing  any  commodity  or  service  as  **free*'  when  in  fact 
such  commodity  or  service  is  regularlj^  included  as  i)art  of  the  course 
of  instruction  or  service,  with  the  tendency  or  capacity  to  mislead  or 
deceive  students,  prospective  students,  or  the  public,  is  an  unfair  trade 
practice. 

Rule  12. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparage- 
ment of  the  character,  nature,  quality,  value,  or  scope  of  their  courses 
of  instruction  or  educational  services,  or  in  any  other  material  respect, 
with  the  tendency  or  capacity  to  mislead  or  -deceive  students,  pros- 
pective students,  or  the  public,  is  an  unfair  trade  practice, 

UuiiE  13. 
The  use  of  any  name,  title,  or  other  designation,  by  way  of  adver- 
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tisiug  or  otherwise,  having  the  tendency  or  capacity  to  mislead  or 
deceive  students,  prospective  students,  or  the  public  as  to  the  char- 
acter of  the  institution,  its  courses  of  instruction,  or  its  influence  in 
obtaining  employment  for  students,  is  an  unfair  trade  practice. 

Rule  14. 

For  any  member  of  the  industry  to  issue  any  certificate  or^^iploma, 
or  to  confer  any  degree,  which  misrepresents  the  course  of  study  or 
instruction  covered  or  completed,  or  the  accomplishments  or  standing 
of  the  student  receiving  such  certificate,  diploma,  or  degree,  with  the 
tendency  or  capacity  to  mislead  or  deceive  students,  prospective  stu- 
dents, or  the  public,  is  an  unfair  trade  practice. 

Rule  15. 

Falsely  representing  the  character  or  scope  of  any  course  of  instruc- 
tion or  service  offered,  with  the  tendency  or  capacity  to  mislead  or 
deceive  students,  prospective  students,  or  the  public,  is  an  unfair  trade 
practice. 

Rule  16. 

The  making  of  false,  untrue,  or  deceptive  statements  or  representa- 
tions, through  advertising  or  otherwise,  that  a  certain  individual  or 
individuals  are  bona  fide  members  of  the  faculty  of  a  school  or  are 
members  of  its  advisory  board  or  authors  of  its  instruction  material, 
or  the  making  of  misleading  statements  or  representations  as  to  the 
value  of  any  former  connection  with  the  United  States  Government 
as  an  aid  to  securing  employment,  with  the  tendency  or  capacity  to 
mislead  or  deceive  students,  prospective  students,  or  the  public,  is  an 
unfair  trade  practice. 

Rule  17. 

The   false   representation,   through   advertising  or   otherwise,    that 

» students  are  given  personal  instruction  by  the  head  of  the  institution 

or  a  department  head  thereof,  with  the  tendency  or  capacity  to  mislead 

or  deceive  students,  prospective  students,  or  the  public,  is  an  unfair 

trade  practice. 

Rule  18. 

The  use  of  **Help  Wanted**  or  other  employment  columns  in  news- 
papers or  other  publications  to  get  in  touch  with  prospective  students 
in  such  manner  as  to  mislead  or  deceive  such  prospective  students  into 
the  belief  that  a  job  is  offered  is  an  unfair  trade  practice. 

Rule  19. 

The  use  of  ** blind**  advertisements  or  sales  literature  to  attract 
prospective  students  when  such  advertisements  or  literature  fail  to 
set  forth  that  courses  of  instruction  or  other  educational  services  are 
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being  offered,  in  such  manner  as  to  mislead  or  deceive  students,  pros- 
pective students,  or  the  public,  is  an  unfair  trade  practice. 

Rule  20. 

The  use  of  misleading  or  deceptive  language  in  any  form,  with  the 
tendency  or  capacity  to  mislead  or  deceive  students,  prospective  stu- 
dents,, or  the  public,  is  an  unfair  trade  practice. 

Rule  21. 

The  use  of  the  word  "guarantee**  or  other  word  or  words  of  similar 
import  in  connection  with  *' money -back'*  agreements,  in  such  manner 
as  to  mislead  or  deceive  students,  prospective  students,  or  the  public, 
is  an  unfair  trade  practice. 

Rule  22. 

In  the  collection  of  tuition  fees,  the  use  of  papers  simulating  or 
counterfeiting  court  documents  in  such  manner  as  to  mislead  or  deceive 
students  is  an  unfair  trade  practice. 

Rxn^  23. 

The  use  of  a  photograph,  cut,  engraving,  or  illustration  in  catalogues, 
sales  literature,  or  otherwise,  in  such  manner  as  to  convey  a  false 
impression  as  to  the  size,  importance,  or  location  of  the  oflSces  occupied 
by  a  private  home  study  school,  or  as  to  such  school  *s  equipment,  with 
the  tendency  or  capacity  to  mislead  or  deceive  students,  prospective 
students,  or  the  public,  is  an  unfair  trade  practice. 

Rule  24. 

The  use  of  pictures  or  illustrations  of  Uncle  Sam,  the  National 
Capitol,  or  any  pictures,  illustrations,  or  devices  of  similar  character, 
or  the  use  of  the  name  or  title  of  any  present  or  former  government 
official,  activity,  branch,  department,  or  establishment  of  the  govern- 
ment, in  such  manner  as  to  mislead  or  deceive  students,  prospective 
students,  or  the  public  into  the  erroneous  belief  that  the  institution  or 
its  instructors  have  official  relationship  or  connection  with  the  United 
States  Government,  or  into  the  erroneous  belief  that  the  training  or 
service  offered  has  the  approval  or  endorsement  of  the  United  States 
Government  or  any  branch  thereof,  is  an  unfair  trade  practice. 

Rule  25. 

Falsely  representing,  directly  or  indirectly,  through  advertising  or 
otherwise,  that  a  school  is  operated  "not  for  profit,**  with  the  tendency 
or  capacity  to  mislead  or  deceive  students,  prospective  students,  or  the 
public,  is  an  unfair  trade  practice. 

Rule  26. 

Wilfully  inducing  the  enrollment  or  retention  of  a  student  for  any 
course  of  instruction  or  training' for  a  job  or  position  for  which  the 


trade  practice  rules 


47 


student  is  manifestly  unfit  by  reason  of  educational  or  permanent 
physical  disqualification,  or  other  material  disqualification,  is  an  unfair 
trade  practice. 

GROUP  11* 

Rule  A. 

"Money-back**  agreements,  so  called,  or  other  similar  contracts  be- 
tween school  and  student,  should  state  plainly  the  conditions  under 
which  tuition  or  other  moneys  will  be  refunded,  and  such  agreements 
or  contracts  should  contain  no  conditions  intended  to  deceive,  hamper, 
or  harass  the  student  and  prevent  a  refund  to  him  of  tuition  to  which 
he  may  be  entitled  under  the  terms  of  the  contract. 

Rule  B. 

It  is  the  judgment  of  the  industry  that  the  sales  representatives  of 
all  schools  be  selected  primarily  on  a  basis  of  ability  and  integrity,  and 
that  each  representative  be  given  an  adequate  preliminary  training 
and  be  bonded  by  an  approved  bonding  company  or  by  adequate  per- 
sonal sureties  conditioned  upon  the  faithful  performance  of  his  finan- 
cial duties  before  being  authorized  to  secure  student  enrollment. 

Rule  C. 

It  is  the  judgment  of  the  industry  that  all  schools  should,  at  or  prior 
to  the  time  of  enrollment  for  any  course  of  study  or  service,  provide 
each  student  enrolled  therein  with  literature,  by  means  of  catalogue, 
correspondence,  or  other  writing,  clearly  setting  forth  the  nature, 
scope,  number,  and  character  of  lesson  assignments  and  the  terms  upon 
which  such  course  of  study  or  service  is  sold. 

Rule  D. 

It  is  the  judgment  of  the  industry  that  the  members  thereof  should 
exercise  careful  supervision  over  their  sales  representatives  so  as  to 
guard  against  any  misrepresentations  by  such  representatives  regard- 
ing advantages  or  opportunities  or  other  matters  pertinent  to  enrolling 
students  or  prospective  students,  whether  or  not  the  same  be  set  forth 
in  the  contract  between  school  and  student. 


A  CJommittee  on  Trade  Practices,  comprising  five  members,  is 
hereby  created  by  the  industry  to  cooperate  with  the  Federal 
Trade  Commission  and  to  perform  such  acts  as  may  be  legal  and 
proper  to  put  these  rules  into  effect. 

Promulgated  by  the  Federal  Trade  Commission  November  2,  1936. 


*  See  paffe  VIII  for  headnote  applicable  to  Group  H  Rules. 
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TRADE  PRACTICE  RULES 


FOR  THE 


SCHOOL  SUPPLIES  AND  EQUIPMENT  DISTRIBUTING 

INDUSTRY 

PROMULGATED  NOVEMBER  12.  1936 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  School  Supplies  and  Equipment  Dis- 
tributing Industry,  as  herein  set  forth,  were  today  promulfj^ated  by 
the  Federal  Trade  Commission  under  its  trade  practice  conference 
procedure. 

The  application  to  amend  or  supplement  the  trade  practice  rules 
previously  promulgated  by  the  Commission  for  this  industry  was 
presented  by  the  National  School  Supplies  and  Equipment  Associa- 
tion. In  the  course  of  the  proceedings,  the  proposed  new  rules  for 
the  industry  were  released  by  the  Commission  for  a  15-day  period 
upon  public  notice  whereby  opportunity  was  afforded  all  interested 
or  affected  parties  to  present  to  the  Commission  their  views  regarding 
the  same,  including  suggestions  or  objections,  if  any.  A  public  hearing 
to  permit  the  offering  of  any  such  suggestions  or  objections  was  held. 

Due  consideration  having  been  given  this  matter  by  the  Commission, 
the  rules  for  this  industry,  as  amended  and  set  forth  herein,  were 
approved  by  the  Commission  as  to  Group  I ;  and  as  to  Group  II  were 
received  by  the  Commission  as  expressions  of  the  industry. 

The  rules  this  day  promulgated  by  the  Commission  for  this  industry 
supersede  those  previously  promulgated  on  August  15,  1932. 

THE  RULES 
GROUP  I* 

Rule  1. 

Wilfully  inducing  or  attempting  to  induce,  by  any  false  or  decep- 
tive means  \vhatsoever,  the  breach  of  any  lawful  contract  or  contracts 
existing  between  competitors  and  their  customers  or  their  suppliers, 
or  wilfully  interfering  with  or  obstructing  the  performance  of  any 
such  contractual  duties  or  services,  with  the  purpose  and  effect  of 
unduly  hampering,  injuring,  or  embarrassing  competitors  in  their 
businesses,  is  an  unfair  trade  practice. 

Rule  2. 

Defamation  of  competitors  by  falsely  imputing  to  them  dishonorable 


*  See  pajre  VIII  for  headnot«  applicable  to  Group  I  RuU 
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conduct,  inability  to  perform  contracts,  questionable  credit  standing, 
or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality,  or  manufacture  of  the  products  of  competitors,  or  of 
their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  wit\»  the  tendency,  capacity,  or  effect  of  misleading  or 
deceiving  purchasers,  prospective  purchasers,  or  the  consuming  public, 
is  an  unfair  trade  practice. 

Rule  3. 

The  making,  or  causing  or  permitting  to  be  made  or  published,  any 
false,  untrue,  or  deceptive  statement  or  representation,  by  way  of  ad- 
vertisement or  otherwise,  concerning  the  grade,  quality,  quantity,  sub- 
stance, character,  nature,  origin,  size,  or  preparation  of  any  product 
of  the  industry,  or  in  any  other  material  respect,  with  the  tendency, 
capacity,  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 
Rule  4. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  embarrassing  com- 
petitors in  their  businesses,  is  an  unfair  trade  practice. 

Rule  5. 

(a)  Prohibited  Discriminatory  Differentials,  Rebates,  Refunds,  Dis- 
counts, Credits,  and  Other  Allowances. — It  is  an  unfair  trade  practice 
for  any  member  of  the  industry  engaged  in  commerce,^  in  the  course 
of  such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly  or 
indirectly,  any  price  differentials,  rebates,  refunds,  discounts,  credits, 
or  other  allowances  which  effectuate  a  discrimination  in  price  between 
different  purchasers  of  goods  of  like  grade  and  quality  where  either 
or  any  of  the  purchases  involved  therein  are  in  commerce^  and  where 
the  effect  thereof  may  be  substantially  to  lessen  competition  or  tend 
to  create  a  monopoly  in  any  line  of  commerce^  or  to  injure,  destroy, 
or  prevent  competition  with  any  person  who  either  grants  or  know- 
ingly receives  the  benefit  of  such  discrimination  or  with  customers  of 
either  of  them:  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold  for 
use,  consumption,  or  resale  within  any  place  under  the  jurisdiction 
of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered ; 

(3)  That  nothing  herein  contained  shall  prevent  pei^ons  en- 

»  See  footnote,  p.  460. 
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gaged  in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  chfnging  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in 
the  course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept, 
anything  of  value  as  a  commission,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu  thereof,  except  for  services  ren- 
dered in  connection  with  the  sale  or  purchase  of  goods,  wares,  or 
merchandise,  either  to  the  other  party  to  such  transaction  or  to  an 
agent,  representative,  or  other  intermediary  therein  where  such  inter- 
mediary is  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct 
or  indirect  control,  of  any  party  to  such  transaction  other  than  the 
person  by  whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as 
compensation  or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  payment 
or  consideration  is  available  on  proportionally  equal  terms  to  all  other 
customers  competing  in  the  distribution  of  such  products  or  com- 
modities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities.— It  is  an 
unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or 
by  contributing  to  the  furnishing  of,  any  services  or  facilities  con- 
nected  with  the  processing,  handling,  sale,  or  offering  for  sale  of  such 
commodity  so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Illegal  Price  Discriminafian. --It   is  an   unfair  tra^e  practice 

*  S«e  footnote,  p.  460. 
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for  any  member  of  the  industry  or  other  peri^on  engaged  in  commerce* 
in  the  course  of  such  commerce  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  6. 

The  practice  of  selling  industry  products  below  the  seller's  cost, 
with  the  intent  and  with  the  effect  of  injuring  a  competitor  and  where 
the  effect  may  be  substantially  to  lessen  competition  or  tend  to  create 
a  monopoly  or  unreasonably  restrain  trade,  is  an  unfair  trade  practice ; 
all  elements  recognized  by  good  accounting  practice  as  proper  elements 
of  such  cost  shall  be  included  in  determining  cost  under  this  rule. 

Rule  7. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to 
give,  money  or  anything  of  value  to  agents,  employees,  or  representa- 
tives of  customers  or  prospective  customers,  or  to  agents,  employees, 
or  representatives  of  competitors'  customers  or  prospective  customers, 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  influence  their  employers  or  principals  to  purchase  or  contract 
to  purchase  industry  products  from  the  maker  of  such  gift  or  offer  or 
to  influence  such  employers  or  principals  to  refrain  from  dealing  or 
contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 

Rule  8. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  a  com- 
petitor, not  made  in  good  faith  but  for  the  purpose  of  harassing  or 
intimidating  such  customers  or  prospective  customers  or  otherwise 
prejudicing  or  injuring  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  9. 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where 
the  effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 

Rule  10. 

Offering  for  sale  merchandise  at  prices  purported  to  be  reduced 
from  what  are  in  fact  marked-up  or  fictitious  prices,  with  the  tendency 
or  capacity  to  mislead  or  deceive  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 


>  8m  footnote,  p.  460. 
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Rule  11. 

The  use  of  the  word  *'free*'  where  not  properly  or  fairly  qualified 
when  the  article  is  in  fact  not  free,  with  the  tendency  or  capacity  to 
.  mislead  or  deceive  purchasers,  prospective  purchasers,  or  the  consum- 
ing public,  is  an  unfair  trade  practice. 

Rule  12. 

The  selling  or  offering  for  sale  of  merchandise  packed  in  odd-sized 
or  odd-shaped  containers  or  packages,  simulating  in  size  or  shape 
standard  size  or  shaped  containers  or  packages,  designed  to  hold  and 
known  to  the  purchasing  public  as  standard  containers  or  packages, 
with  the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  pur- 
chasers, prospective  purchasers,  or  the  consuming  public  as  to  the  con- 
tents of  such  containers  or  packages  and  with  the  tendency  to  injuri- 
ously affect  the  business  of  competitors,  is  an  unfair  trade  practice. 
Rule  13. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  the  samples  submitted  or  representations  made  prior  to  secur- 
ing the  orders,  without  the  consent  of  the  purchasers  to  such  substitu- 
tions and  having  the  tendency,  capacity,  or  effect  of  deceiving  or 
misleading  purchasers,  prospective  purchasers,  or  the  consuming  pub- 
lic, is  an  unfair  trade  practice. 

Rule  14. 

For  any  person,  firm,  or  corporation  to  give  anything  of  value  to 
those  employed  in  any  capacity  involving  special  trust  (such  as  in- 
structor, purchaser,  agent,  supervisor,  or  school  official),  without  the 
knowledge  of  their  employers,  upon  the  condition  or  understanding, 
express  or  implied,  that  its  goods  be  recommended  or  used  by  such 
person  in  preference  to  the  goods  or  equipment  of  a  competitor  or 
competitors  of  that  person,  firm,  or  corporation,  with  the  tendency  to 
injuriously  affect  the  business  of  competitors,  is  an  unfair  trade  prac- 
tice: Frovided,  That  nothing  in  this  resolution  shall  prevent  any 
person,  firm,  or  corporation  from  selling  its  goods  to  anyone  upon 
whatever  terms  it  sees  fit,  but  without  any  condition  or  understanding, 
express  or  implied,  as  to  the  recommendation  or  use  of  said  goods  or 
equipment. 

Rule  15. 

The  imitation  of  the  trade-marks,  trade  names,  brands,  labels,  or 
other  marks  of  identification  of  competitors,  having  the  tendency, 
capacity,  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  16. 

Securing  information  from  competitors  concerning  their  businesses 
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by  false  or  misleading  statements  or  representations  or  by  false  im- 
personations of  one  in  authority  and  the  wrongful  use  thereof  to 
unduly  hinder  or  stifle  the  competition  of  such  competitors  is  an 
unfair  trade  practice. 

Rule  17. 

In  connection  with  the  sale  or  offering  for  sale  of  products  of  the 
industry,  representing  through  advertising  or  otherwise  that  such 
products  conform  to  any  standards  recognized  in  or  applicable  to  the 
industry  when  such  is  not  the  fact,  with  the  tendency,  capacity,  or 
effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  18. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  on  consignment  for  the  purpose  and 
with  the  effect  of  artificially  clogging  trade  outlets  and  unduly  re- 
stricting competitors'  use  of  said  trade  outlets  in  getting  their  goods 
to  consumers  through  regular  channels  of  distribution,  or  with  such 
purpose  to  entirely  close  said  trade  outlets  to  such  competitors  so  as 
to  substantially  lessen  competition  or  tend  to  create  a  monopoly  or  to 
unreasonably  restrain  trade:  Provided,  however,  That  nothing  herein 
shall  be  construed  or  used  as  restricting  or  preventing  consignment 
shipping  or  marketing  of  commodities  in  good  faith  and  without 
artificial  interference  with  competitors*  use  of  the  usual  channels  of 
distribution  in  such  manner  as  thereby  to  suppress  competition  or 
restrain  trade. 

Rule  19. 

Withholding  from  or  inserting  in  the  invoice  statements  which  make 
the  invoice  a  false  record,  wholly  or  in  part,  of  the  transaction  repre- 
sented on  the  face  thereof,  with  the  purpose  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 

Rule  20. 

The  practice  of  using  any  product  of  the  industry  as  a  "loss  leader" 
to  induce  the  purchase  of  other  merchandise,  the  sale  of  which  mer- 
chandise is  used  to  recoup  the  loss  sustained  on  the  **loss  leader"  prod- 
uct so  sold,  with  the  tendency  or  capacity  of  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public,  and  which 
unfairly  diverts  trade  from  or  otherwise  injures  competitors,  is  an 
unfair  trade  practice. 

Rule  21. 

For  any  person,  firm,  or  corporation  to  hold  himself  or  itself  out 
to  the  public  as  a  wholesaler  when  such  is  not  the  fact,  or  in  any  other 
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manner  to  misrepresent  the  character,  extent,  or  type  of  hu.  business, 
with  the  tendency  or  capacity  to  mislead  or  deceive  purchasers,  pros- 
pective  purchasers,  or  the  consuming  pubUc,  is  an  unfair  trade  pracUce. 

GROUP  II* 

Rttt  V  -A 

The  industry  records  its  approval  of  distributing  to  its  membew 
information  covering  delinquent  and  slow  accounts  insofar  as  this  may 
be  lawfully  done. 

Rule  B.  «  ' 

(a)  The  industry  approves  the  practice  of  each  individual  member 
of  the  industry  independently  publishing  and  circulating  to  the  pur- 
chasing  trade  his  own  price  lists. 

(5)  The  industry  approves  the  practice  of  making  the  terms  of  sale 
a  part  of  all  published  price  schedules. 

Rule  C. 

It  is  the  judgment  of  the  industry  that  each  member  should  inde- 
pendently  keep  proper  and  accurate  records  for  determining  his  own 
costs. 

Rule  D. 

The  industry  approves  the  practice  of  handling  business  dispute 
between  members  of  the  industry  and  their  customers  m  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good 
will  and  every  effort  should  be  made  by  the  disputants  themselves 
to  compose  their  differences.  If  unable  to  do  so  they  should,  if  possible, 
submit  these  disputes  to  arbitration. 

RuleE. 

All  members  of  this  industry  shall  protect  the  consumer  not  only 
as  far  as  is  required  by  law,  but  as  required  by  good  morals  and  the 
best  ethics  of  business. 

Rule  F. 

The  industry  condemns  fake  or  fictitious  bids  made  for  the  purpose 
of  deceiving  competitors  and  securing  undue  advantage.  If  plans  and 
specifications  are  changed  and  new  bids  called  for  after  the  original 
bids  have  been  submitted  and  opened,  the  same  fairness  should  obtain 
as  with  the  original  bid. 

Rule  G. 

In  cases  of  competitive  bidding,  the  practice  of  receiving  or  making 
so-called  ** blind  bids,"  which  discount  the  lowest  competitive  bid 


regardless  of  the  amount,  tends  to  destroy  competitive  bidding,  and 
is  condemned  by  the  industry. 


A  Committee  on  Trade  Practices  of  five  members  is  hereby 
created  by  the  industry  to  cooperate  with  the  Federal  Trade 
Commission  and  to  perform  such  acts  as  may  be  legal  and  proper 
to  put  these  rules  into  effect 

Promulgated  by  the  Federal  Trade  Commission  November  12,  1936. 


•  See  pa««  VIH  for  headnoU  appUcable  to  Group  n  Rul«fc 
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TRADE  PRACTICE  RULES 
FOR  THB 

COVERED  BUTTON  AND  BUCKLE  MANUFACTURING 

INDUSTRY 

PROMULGATED  APRIL  9.  1937 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Covered  Button  and  Buckle  Manufac- 
turing Industry,  as  herein  set  forth,  have  been  promulgated  by  the 
Federal  Trade  Commission  under  its  trade  practice  conference  pro- 
cedure. 

The  members  of  this  industry  are  manufacturers  of  covered  buttons 
and  buckles,  which  are  of  many  types  and  varieties  and  are  used  on 
shoes,  pocketbooks,  neckwear,  pajamas,  upholstery,  caps,  gowns,  tux- 
edos, ladies'  hats,  bathrobes,  lingerie,  negligees,  nightgowns,  ladies* 
and  infants'  dress  and  wearing  apparel,  and  similar  articles.  Their 
annual  volume  of  sales  of  such  products  is  estimated  to  be  between 
$3,500,000  and  $5,000,000.  In  a  peak  year,  frequently  referred  to  as 
a  ** style  year,'*  the  volume  of  sales  rises  to  about  $7,000,000. 

The  application  for  approval  of  trade  practice  rules  for  this  industry 
was  made  by  Covered  Button  and  Buckle  Creators,  Incorporated,  New 
York  City,  an  organization  said  to  represent  over  90  percent  of  the 
industry  in  point  of  volume  of  production  and  capital  invested. 

In  the  course  of  the  proceedings  the  proposed  rules  were  made 
available  to  the  public  with  opportunity  to  all  interested  or  affected 
parties  to  be  heard  and  to  submit  their  views,  suggestions,  or  objections, 
if  any. 

Due  consideration  having  been  given  this  matter  by  the  Commission, 
the  rules  for  this  industry  were  approved  and  promulgated  by  the 
Commission  in  the  form  appearing  herein. 

THE  RULES 

GROUP  I* 

Rule  1., 

The  practice  of  selling  goods  below  the  sellers'  cost,  with  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  where  the  effect  may 
be  to  substantially  lessen  competition  or  tend  to  create  a  monopoly 
or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice;  all 
elements  recognized  by  good  accounting  practice  as  proper  elements  of 
such  cost  shall  be  included  in  determining  cost  under  this  rule. 
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Rule  2. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
.  pose  and  effect  of  unduly  hampering,  injuring,  or  embarrassing  com- 
petitors in  their  businesses,  is  an  unfair  trade  practice. 

Rule  3. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  poli- 
cies, or  services,  with  the  tendency,  capacity,  or  effect  of  misleading  or 
deceiving  purchasers,  prospective  purchasers,  or  the  consuming  public, 
is  an  unfair  trade  practice. 

Rule  4. 

The  imitation  of  the  trade-marks,  trade  names,  brands,  labels,  or 
other  marks  of  identification  of  competitors,  having  the  tendency, 
capacity,  or  effect  of  misleading'  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  5. 

(a)  Prohibited  Discriminatory  Differentials,  Rebates,  Refunds,  Dis- 
counts, Credits,  and  Other  Allowances. —It  is  an  unfair  trade  practice 
for  any  member  of  the  industry  engaged  in  commerce,^  in  the  course 
of  such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly  or 
indirectly,  any  price  differentials,  rebates,  refunds,  discounts,  credits, 
or  other  allowances  which  effectuate  a  discrimination  in  price  between 
different  purchasers  of  goods  of  like  grade  and  quality  where  either 
or  any  of  the  purchases  involved  therein  are  in  commerce^  and  where 
the  effect  thereof  may  be  substantially  to  lessen  competition  or  tend 
to  create  a  monopoly  in  any  line  of  commerce^  or  to  injure,  destroy,  or 
prevent  competition  with  any  person  who  either  grants  or  knowingly 
receives  the  benefit  of  such  discrimination  or  with  customers  of  either 
of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  jurisdic- 
tion of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered. 

>  8m  f  ooCaotai  p.  4M. 
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(3)  Thai  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 

restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(&)  Prohibited  Brokerage  and  Commissions.— It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in 
the  course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept, 
anything  of  value  as  a  commission,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc, — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or 
consideration  is  available  on  proportionally  equal  terms  to  all  other 
customers  competing  in  the  distribution  of  such  products  or  com- 
modities. 

(d)  Prohibited  Discriminatoi-y  Services  or  Facilities,— It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^  to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  contrib- 
uting to  the  furnishing  of,  any  services  or  facilities  connected  with 
the  processing,  handling,  sale,  or  offering  for  sale  of  such  commodity 
so  purchased  upon  terms  not  accorded  to  all  purchasers  on  propor- 
tionally equal  terms. 


TKADE  PRACTICE  RULES 


59 


(e)  Illegal  Pnce  Discrimination — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,* 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  ^ch  section  as  amended. 

Rule  6. 

Wilfully  inducing,  or  attempting  to  induce,  by  any  false  or  decep- 
tive means  whatsoever,  the  breach  of  any  lawful  contract  or  contracts 
existing  between  competitors  and  their  customers  or  their  suppliers, 
or  wilfully  interfering  with  or  obstructing  the  performance  of  any 
such  contractual  duties  or  services,  with  the  purpose  and  effect  of 
unduly  hampering,  injuring,  or  embarrassing  competitors  in  their 
businesses,  is  an  unfair  trade  practice. 

Rule  7.  • 

The  making,  or  causing  or  permitting  to  be  made  or  published,  any 
false,  untrue,  or  deceptive  statement  or  representation,  by  way  of 
advertisement  or  otherwise,  concerning  the  grade,  quality,  quantity, 
substance,  character,  nature,  origin,  size,  or  preparation  of  any  product 
of  the  industry,  or  in  any  other  material  respect,  with  the  tendency, 
capacity,  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  8. 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as 
a  prerequisite  to  the  purchase  of  one  or  more  other  products,  where 
the  effect  may  be  to  substantially  lessen  competition  or  tend  to  create 
a  monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade 
practice. 

Rule  9. 

Offering  merchandise  for  sale  at  prices  purported  to  be  reduced 
from  what  are  in  fact  fictitious  prices,  or  offering  merchandise  for 
sale  at  a  purported  reduction  in  price  when  such  purported  reduction 
is  in  fact  fictitious,  with  the  tendency  and  capacity  or  effect  of  mis- 
leading or  deceiving  purchasers,  prospective  purchasers,  or  the  con- 
suming public,  is  an  unfair  trade  practice. 

Rule  10. 

The  use  of  the  word  "free"  where  not  properly  or  fairly  qualified 
when  the  article  is  in  fact  not  free,  with  the  tendency  or  capacity  to 
mislead  or  deceive  purchasers,  prospective  purchasers,  or  the  consum- 
ing public,  is  an  unfair  trade  practice. 


*  Sm  footnote,  p.  480. 
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Rule  h. 

The  practice  of  shipping  or  deUvering  products  which  do  not  con- 
form to  the  samples  submitted  or  representations  made  prior  to  secur- 
mg  the  orders,  without  the  consent  of  the  purchasers  to  such  substitu- 
tions and  having  the  tendency,  capacity,  or  effect  of  deceiving  or 
mis  eading  purchasers,  prospective  purchasers,  or  the  consuming 
public,  IS  an  unfair  trade  practice. 
Rule  12. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to 
give,  money  or  anything  of  value  to  agents,  employees,  or  representa- 
tives of  customers  or  prospective  customers,  or  to  agents,  employees, 
or  representatives  of  competitors'  customers  or  prospective  customew! 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce! 
ment  to  influence  their  employers  or  principals  to  purchase  or  eon- 
tract  to  purchase  industry  products  from  the  maker  of  such  gift  or  offer 
or  to  influence  such  employers  or  principals  to  refrain  from  dealing  or 
contracting  to  deal  with  competitors,  is  an  unfai'r  trade  practice. 
Rule  13. 

Securing  information  from  competitors  concerning  their  businesses 
by  false  or  misleading  statements  or  representations  or  by  false  im- 
personation of  one  in  authority  and  the  wrongful  use  thereof  to  un- 
duly  hinder  or  stifle  the  competition  of  such  competitors  is  an  unfair 
trade  practice. 

Rule  14. 

In  connection  with  the  sale  or  offering  for  sale  of  producU  of  the 
industry,  representing  through  advertising  or  otherwise  that  such 
products  conform  to  any  standards  recognized  in  or  applicable  to  the 
industry  when  such  is  not  the  fact,  with  the  tendency,  capacity,  or 
effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 
Rule  15. 

For  any  person,  firm,  or  corporation  to  hold  himself  or  itself  out 
to  the  public  as  a  manufacturer  or  wholesaler  when  such  is  not  the 
fact,  or  m  any  other  manner  to  misrepresent  the  character,  extent 
or  type  of  his  or  its  business,  with  the  tendency  or  capacity  to  mislead 
or  deceive  purchasers,  prospective  purchasers,  or  the  consuming  public 
IS  an  unfair  trade  pracUce.  puouc, 

Rule  16. 

i„r.!i't'  1  ^'"'P*'''*  ""''^^  "  ''"'"^'"K  »'  products  of  the 
mdustry  for  the  purpose  or  with  the  tendency,  capacity,  or  effect  of 

misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 

consuming  pubbc  with  respect  to  the  grade,  quality,  quantitj   ^ 
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ake,  material,  content,  ori^,  preparation,  manufactore,  or  distribu- 
tion of  such  products,  or  in  any  other  material  respect,  is  an  unfair 
trade  practice. 

Rule  17. 

Withholding  from  or  inserting  in  invoices  or  sales  tickets  any  state- 
ments or  information  by  reason  of  which  omission  or  insertion  a  false 
record  is  made,  wholly  or  in  part,  of  the  transactions  represented  on 
the  face  of  such  invoices  or  sales  tickets,  with  the  purpose  or  effect  of 
thereby  misleading  or  deceiving  purchasers,  prospective  purchasers,  or 
the  consuming  public,  is  an  unfair  trade  practice. 

Promulgated  by  the  Federal  Trade  Commission  April  9,  1937. 


62  FEDERAL.  TRADE  COMMISSION 

TRADE  PRACTICE  RULES 

FOR  THE 

TUBULAR  PIPINGS  AND  TRIMMINGS  MANUFACTURING 

INDUSTRY 

PROMULGATED  APRIL  23,  1937 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Tubular  Pipings  and  Trimmings  Manu- 
facturing Industry,  as  herein  set  forth,  have  been  promulgated  by  the 
Federal  Trade  Commission  under  its  trade  practice  conference 
procedure. 

The  business  of  this  industry  is  that  of  manufacturing  and  selling, 
throughout  the  United  States,  a  class  of  textile  products  known  as 
tubular  pipings  and  trimmings.  The  members  of  the  industry  embrace 
all  the  manufacturers  thereof.  Such  pipings  and  trimmings  are  made 
of  yams  or  fabrics  composed  of  silk,  synthetic  fibers,  cotton,  wool, 
flax,  or  mixtures.  In  the  course  of  their  manufacture,  the  material  is 
usually  shaped  in  tubulir  form  and  made  into  ornaments  or  trimmings 
for  decorating  or  trimming  ladies*  garments,  infants'  wear,  and  other 
textiles.  The  value  of  annual  sales  by  members  of  the  industry  is 
estimated  to  total  about  $4,000,000. 

Such  tubular  pipings  and  trimmings  do  not  include  buckles,  jeweled 
ornaments,  covered  buttons,  or  embroidery. 

In  the  course  of  the  proceedings  the  proposed  rules  for  the  industry 
were  made  available  upon  public  notice,  affording  opportunity  to  all 
interested  or  affected  parties  to  be  heard  and  to  present  their  views, 
^suggestions,  or  objections,  if  any. 

After  consideration  of  the  entire  matter  and  the  incorporation  of 
certain  amendments,  the  rules  for  this  industry  were  approved  and 
promulgated  by  the  Commission  in  the  form  appearing  herein. 

THE  RULES 

GROUP  I* 

Rule  1. 

The  practice  of  selling;  goods  below  the  seller's  cost,  with  the  in- 
tent and  with  the  etTect  of  injuring  a  competitor  and  where  the  effect 
may  be  to  substantially  lesisen  competition  or  tend  to  create  a  monopoly 
or  unreasonably  restrain  tradf,  is  an  unfair  trade  practice;  all  elements 
recognized  by  good  accounting  practice  as  proper  elements  of  such 
cost  shall  be  included  in  determining  cost  under  this  rule. 


«  See  page  Vm  for  b«adiiot«  •ppUcabla  to  Group  I  RnJat. 
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Rule  2. 

Wilfully  inducing  or  attempting  to  induce,  by  any  false  or  decep- 
tive means  whatsoever,  the  breach  of  any  lawful  contract  or  contracts 
existing  between  competitors  and  their  customers  or  their  suppliers, 
or  wilfully  interfering  with  or  obstructing  the  performance  of  any 
such  contractual  duties  or  services,  with  the  purpose  and  effect  of 
unduly  hampering,  injuring,  or  embarrassing  competitors  in  their 
businesses,  is  an  unfair  trade  practice. 

Rule  3. 

The  imitation  of  the  trade-marks,  trade  names,  brands,  labels,  or 
other  marks  of  identification  of  competitors,  having  the  tendency, 
capacity,  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  4. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  haras- 
sing or  intimidating  such  customers  or  prospective  customers  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 

Rule  5. 

(a)  Prohibited  Discriminatory  Differentials,  Rebates,  Refunds,  Dis- 
counts, Credits,  and  Other  Allowances, — It  is  an  unfair  trade  practice 
for  any  member  of  the  industry  engaged  ih  commerce,^  in  the  course 
of  such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly  or 
indirectly,  any  price  differentials,  rebates,  refunds,  discounts,  credits, 
or  other  allowances  which  effectuate  a  discrimination  in  price  between 
different  purchasers  of  goods  of  like  grade  and  quality  where  either 
or  any  of  the  purchases  involved  therein  are  in  commerce^  and  where 
the  effect  thereof  may  be  substantially  to  lessen  competition  or  tend 
to  create  a  monopoly  in  any  line  of  commerce^  or  to  injure,  destroy, 
or  prevent  competition  with  any  person  who  either  grants  or  know- 
ingly receives  the  benefit  of  such  discrimination  or  with  customers  of 
either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold  for 
use,  consumption,  or  resale  within  any  place  under  the  jurisdiction 
of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 
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(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (5)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or  im- 
minent deterioration  of  perishable  goods,  obsolescence  of  seasonal 
goods,  distress  sales  under  court  process,  or  sales  in  good  faith  in 
discontinuance  of  business  in  the  goods  concerned. 

(&)  Prohibited  Brokerage  and  Commissions. — ^It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in 
the  course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept, 
anything  of  value  as  a  commission,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu  thereof,  except  for  services 
rendered  in  connection  with  the  sale  or  purchase  of  goods,  wares, 
or  merchandise,  either  to  the  other  party  to  such  transaction  or  to  an 
agent,  representative,  or  other  intermediary  therein  where  such  inter- 
mediary is  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the-  direct 
or  indirect  control,  of  any  party  to  such  transaction  other  than  the 
person  by  whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc, — ^It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce*  to  pay  or  contract  for  the  payment  of  advertising  or 
promotional  allowances  or  any  other  thing  of  value  to  or  for  the 
benefit  of  a  customer  of  such  member  in  the  course  of  such  commerce 
as  compensation  or  in  consideration  for  any  services  or  facilities  fur- 
nished by  or  through  such  customer  in  connection  with  the  process- 
ing, handling,  sale,  or  offering  for  sale  of  any  products  or  commodities 
manufactured,  sold,  or  offered  for  sale  by  such  member,  unless  such 
payment  or  consideration  is  available  on  proportionally  equal  terms 
to  all  other  customers  competing  in  the  distribution  of  such  products 
or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity 80  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 


1  Stm  footnete.  p.  460. 
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(e)  lUegal  Price  Discrimination. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,* 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  6. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparage- 
ment of  the  grade,  quality,  or  manufacture  of  the  products  of  com- 
petitors, or  of  their  business  methods,  selling  prices,  values,  credit 
terms,  policies,  or  services,  with  the  tendency,  capacity,  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public,  is  an  unfair  trade  practice. 

Rule  ?.• 

The  making,  or  causing  or  permitting  to  be  made  or  published,  any 
false,  untrue,  or  deceptive  statement  or  representation,  by  way  of  ad- 
vertisement or  otherwise,  concerning  the  grade,  quality,  quantity, 
substance,  character,  nature,  origin,  size,  or  preparation  of  any  prod- 
uct of  the  industry,  or  in  any  other  material  respect,  with  the  tend- 
ency, capacity,  or  effect  of  misleading  or  deceiving  purchasers,  pros- 
pective purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  8. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  embarrassing  com- 
petitors in  their  businesses,  is  an  unfair  trade  practice. 

Rule  9. 

• 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 

Rule  10. 

Offering  merchandise  for  sale  at  prices  purported  to  be  reduced 
from  what  are  in  fact  fictitious  prices,  or  offering  merchandise  for 
sale  at  a  purported  reduction  in  price  when  such  purported  reduction 
is  in  fact  fictitious,  with  the  tendency  and  capacity  or  effect  of  mis- 
leading or  deceiving  purchasers,  prospective  purchasers,  or  the  con- 
•liming  public,  is  an  unfair  trade  practice. 
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RuiiE   11. 

The  use  of  the  word  **free**  where  not  properly  or  fairly  qualified 
when  the  article  is  in  fact  not  free,  with  the  tendency  or  capacity  to 
mislead  or  deceive  purchasers,  prospective  purchasers,  or  the  consum- 
ing public,  is  an  unfair  tratle  practice. 

Rule  12. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  the  samples  submitted  or  representations  made  prior  to  secur- 
ing the  orders,  without  the  consent  of  the  purchasers  to  such  substi- 
tutions and  having  the  tendency,  capacity,  or  effect  of  deceiving  or 
misleading  purchasers,  prospective  purchasers,  or  the  consuming  pub- 
lic, is  an  unfair  trade  practice.  ^ 

Rule  13. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to 
give,  money  or  anything  of  value  to  agents,  employees,  or  representa- 
tives of  customers  or  prospective  customers,  or  to  agents,  employees, 
or  representatives  of  competitors'  customers  or  prospective  customers, 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  influence  their  employers  or  principals  to  purchase  or  contract 
to  purchase  industry  products  from  the  maker  of  such  gift  or  offer 
or  to  influence  such  employers  or  principals  to  refrain  from  dealing 
or  contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 

Rule  14. 

Securing  information  from  competitors  concerning  their  businesses 
by  false  or  misleading  statements  or  representations  or  by  false  im- 
personation of  one  in  authority  and  the  wrongful  use  thereof  to  un- 
duly hinder  or  stifle  the  competition  of  such  competitors  is  an  unfair 
trade  practice. 

Rule  15. 

In  connection  with  the  sale  or  offering  for  sale  of  products  of  the 
industry,  representing  through  advertising  or  otherwise  that  such 
products  conform  to  any  standards  recognized  in  or  applicable  to  the 
industry  when  such  is  not  the  fact,  with  the  tendency,  capacity,  or 
effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  16. 

For  any  person,  firm,  or  corporation  to  hold  himself  or  itself  out 
to  the  public  as  a  manufacturer  or  wholesaler  when  such  is  not  the 
fact,  or  in  any  other  manner  to  misrepresent  the  character,  extent,  or 
type  of  his  or  its  business,  with  the  tendency  or  capacity  to  mislead 
or  deceive  purchasers,  prospective  purchasers,  or  the  consuming  public, 
is  an  unfair  trade  practice. 
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Rule  17. 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry for  the  purpose  or  with  the  tendency,  capacity,  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public  with  respect  to  grade,  quality,  quantity,  use,  size, 
material,  content,  origin,  preparation,  manufacture,  or  distribution  of 
such  products,  or  in  any  other  material  respect,  is  an  unfair  trade 
practice. 

Rule  18.  « 

Withholding  from  or  inserting  in  invoices  or  sales  tickets  any  state- 
ments or  information  by  reason  of  which  omission  or  insertion  a  false 
record  is  made,  wholly  or  in  part,  of  the  transactions  represented  on 
the  face  of  such  invoices  or  sales  tickets,  with  the  purpose  or  effect 
of  thereby  misleading  or  deceiving  purchasers,  prospective  purchas- 
ers, or  the  consuming  public,  is  an  unfair  trade  practice. 


Promulgated  by  the  Federal  Trade  Commission  April  23,  1937. 
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FEDBBAL  TBADE  COMMISSION 

TRADE  PRACTICE  RULES 
POR  TRB 

WET  GROUND  MICA  INDUSTRY 
PROMULGATED  MAY  4.  1937 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Wet  Ground  Mica  Industry,  as  herein 
set  forth,  have  been  promulgated  by  the  Federal  Trade  Commission 
under  its  trade  practice  conference  procedure. 

A  general  trade  practice  conference,  under  the  auspices  of  the 
Commission,  was  held  for  this  industry  at  Washington,  D.  C,  Janu- 
ary 29,  1937,  at  which  conference  proposed  trade  practice  rules  were 
adopted  and  submitted  by  the  industry  to  the  Commission  for  its 
approval. 

The  industry  membership  embraces  all  persons,  firms,  and  corpora- 
tions engaged  in  the  production,  manufacture,  and  distribution  of  wet 
ground  mica,  which  mica,  in  the  form  of  a  fine  powder,  is  used  prin- 
cipally in  the  rubber,  wall  paper,  coated  paper,  and  paint  industries. 
The  invested  capital  of  the  industry  is  estimated  to  aggregate  about 
$1,000,000,  and  the  annual  sales  about  $300,000. 

In  the  course  of  the  proceedings  the  proposed  rules,  with  certain 
modifications,  were  tentatively  acted  upon  by  the  Commission  and 
made  available  for  a  15-day  period  upon  public  notice  whereby  oppor- 
tunity was  afforded  to  all  interested  or  affected  parties  to  present 
to  the  Commission  their  views  regarding  the  same,  including  sugges- 
tions or  objections,  if  any.  Thereafter,  upon  further  consideration 
of  the  entire  matter,  final  action  was  taken  whereby  the  rules  appear- 
ing herein  under  Group  I  were  approved  by  the  Commission,  and  those 
shown  under  Group  II  were  received  by  the  Commission  as  expressions 
of  the  industry. 

THE  RULES 

GROUP  I* 

Rule  1. 

The  selling,  or  offering  to  sell,  wet  ground  mica  below  seller's  cost, 
with  the  intent  and  with  the  effect  of  injuring  a  competitor  and  where 
the  effect  may  be  to  substantially  lessen  competition  or  tend  to  create 
a  monopoly  or  unreasonably  restrain  trade,  is  an  unfair  trade  prac- 
tice; all  elements  recognized  by  good  accounting  practice  as  proper 
elements  of  such  cost  shall  be  included  in  determining  cost  under 
this  rule. 


Rttlb  2. 


The  using  of  any  product  of  the  industry  as  a  '*loss  leader"  to 
induce  the  purchase  of  other  merchandise,  the  sale  of  which  merchan- 
dise is  used  to  recoup  the  loss  sustained  on  the  ''loss  leader"  product 
so  sold,  with  the  tendency,  capacity,  or  effect  of  misleading  or  deceiv- 
ing purchasers,  prospective  purchasers,  or  the  consuming  public,  and 
which  unfairly  diverts  trade  from  or  otherwise  injures  competitors, 
is  an  unfair  trade  practice. 

Rule  3. 

The  publishing  or  circulating  by  any  member  of  the  industry  of 
false  or  misleading  price  quotations,  price  lists,  terms  or  conditions 
of  sale,  OP  reports  as  to  transportation  costs,  production,  or  sales, 
with  the  purpose  and  tendency  or  capacity  to  mislead  or  deceive  pur- 
chasers, prospective  purchasers,  or  the  consuming  public,  is  an  unfair 
trade  practice. 

Rule  4. 

(a)  Prohibited  Discriminatory  Differentials,  Rebates,  Refunds,  Dis- 
counts," Credits,  and  Other  Allowances. — ^It  is  an  unfair  trade  practice 
for  any  member  of  the  industry  engaged  in  commerce,^  in  the  course 
of  such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly  or 
indirectly,  any  price  differentials,  rebates,  refunds,  discounts,  credits, 
or  other  allowances  which  effectuate  a  discrimination  in  price  between 
different  purchasers  of  goods  of  like  grade  and  quality  where  either  or 
any  of  the  purchases  involved  therein  are  in  commerce^  and  where 
the  effect  thereof  may  be  substantially  to  lessen  competition  or  tend 
to  create  a  monopoly  in  any  line  of  commerce^  or  to  injure,  destroy,  or 
prevent  competition  with  any  person  who  either  grants  or  knowingly 
receives  the  benefit  of  such  discrimination  or  with  customers  of  either 
of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold  for 
use,  consumption,  or  resale  within  any  place  under  the  jurisdiction 
of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered ; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 


*  Sm  footnote  p.  460. 
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(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sear 
sonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 
(h)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  aUowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent, 
representative,  or  other  intermediary  therein  where  such  intermediary 
is  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as 
compensation  or  in  consideration  for  any  services  or  facilities  fur- 
nished by  or  through  such  customer  in  connection  with  the  processing, 
handling,  sale,  or  offering  for  sale  of  any  products  or  commodities 
manufactured,  sold,  or  offered  for  sale  by  such  member,  unless  such 
payment  or  consideration  is  available  on  proportionally  equal  terms 
to  all  other  customers  competing  in  the  distribution  of  such  products 
or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  unfair 
trade  practice  for  any  member  of  the  industry  engaged  in  commerce' 
to  discriminate  in  favor  of  one  purchaser  against  another  purchaser 
or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  contrib- 
uting to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Illegal  Price  Discrimination. — It  is  an  unfair  trade  practice 
for  any  member  of  the  industry  or  other  person  engaged  in  commerce,^ 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
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Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  5. 

Withholding  from  or  inserting  in  invoices  any  statements  or  informa- 
tion by  reason  of  which  omission  or  insertion  a  false  record  is  made, 
wholly  or  in  part,  of  the  transactions  represented  on  the  face  of  such 
invoices,  with  the  purpose  or  effect  of  thereby  misleading  or  deceiving 
purchasers,  prospective  purehasers,  or  the  consuming  public,  is  an 
unfair  trade  practice. 

Rule  6. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  with  the  tendency,  capacity,  or  effect  of  misleading  or 
deceiving  purchasers,  prospective  purchasers,  or  the  consuming  pub- 
lic, is  an  unfair  trade  practice. 

Rule  7. 

Wilfully  inducing  or  attempting  to  induce  the  breach  of  an  exist- 
ing contract  or  contracts  between  competitors  and  their  customers 
or  their  suppliers  by  any  false  or  deceptive  means  whatsoever,  or 
wilfully  interfering  with  or  obstructing  the  performance  of  any  such 
contractual  duties  or  ser\uces  by  any  such  means,  with  the  purpose 
and  effect  of  unduly  hampering,  injuring,  or  prejudicing  competitors 
in  their  businesses,  is  an  unfair  trade  practice. 

Rule  8. 

The  false  or  deceptive  marking  or  branding  of  products  of  the 
industry,  with  the  tendency,  capacity,  or  effect  of  misleading  or  de- 
ceiving purchasers,  prospective  purchasers,  or  the  consuming  public 
with  respect  to  the  grade,  quality,  quantity,  use,  size,  material,  con- 
tent, origin,  preparation,  manufacture,  or  distribution  of  such  prod- 
ucts, or  in  any  other  material  respect,  is  an.  unfair  trade  practice. 

Rule  9. 

The  making,  or  causing  or  permitting  to  be  made  or  published,  any 
false,  untrue,  or  deceptive  statement  or  representation,  by  way  of  ad- 
vertisement or  otherwise,  concerning  the  grade,  quality,  quantity,  use, 
size,  material,  content,  origin,  preparation,  manufacture,  or  distribu- 
tion of  any  industry  products,  or  in  any  other  material  respect,  with 
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the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  pnrchaaera, 
prospective  purchasers,  or  the  consuming  public,  is  an  unfair  trade 
practice. 

Bulb  10. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  rep- 
resentatives of  competitors*  customers  or  prospective  customers,  with- 
out  the  knowledge  of  their  employers  or  principals,  as  an  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  products  manufactured  or  sold  by  such  industry  member  or 
the  maker  of  such  gift  or  offer  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

GROUP  n* 

Rule  A. 

The  industry  approves  the  practice  of  each  individual  member  of 
the  industry  independently  publishing  and  circulating  to  the  pur- 
chasing trade  his  own  price  lists  fully  setting  forth  his  terms  of  sale. 

RuleB. 

The  industry  approves  the  giving  of  free  samples  of  wet  ground 
mica  in  sufficient  quantity  for  experimental  purposes  and  to  acquaint 
purchasers  or  prospective  purchasers  with  the  grade  or  quality  of  the 
product  offered  for  sale,  where  the  giving  of  such  free  mica  by  any 
member  of  the  industry  is  not,  however,  practiced  or  accomplished  m 
such  way  or  to  such  extent  as  to  effectuate  an  illegal  discrimination  in 
Drice  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the  Act 
of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Congress, 
Robinson-Patman  Act) . 

Promulgated  by  the  Federal  Trade  Commission  May  4,  1937. 

•  SMpas*  vm  for  headnoU  applicdbto  to  Group  U  Rnk«. 
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STATEMENT  BY  THB  COMMISSION 

Trade  practice  rules  for  the  Concrete  Burial  Vault  Manufacturing 
Industry,  as  herein  set  forth,  have  been  promulgated  by  the  Federal 
Trade  Commission  under  its  trade  practice  conference  procedure. 

A  general  trade  practice  conference,-  under  the  auspices  of  the  Com- 
mission,  was  held  for  this  industry  at  Boston,  Massachusetts,  May  5, 
1937,  at  which  conference  proposed  trade  practice  rules  were  adopted 
and  submitted  by  the  industry  to  the  Commission  for  its  approval. 

The  business  of  this  industry  is  the  manufatjture  and  sale,  through- 
out the  United  States,  of  various  types  of  concrete  burial  vaults  The 
members  thereof,  reported  to  be  about  1,000  in  number,  have  their 
principal  places  of  business  in  approximately  28  States.  The  total 
capitalization  of  the  industry  is  said  to  approximate  $25,000,000,  and 
the  aggregate  annual  volume  of  sales  $5,000,000. 

In  the  course  of  the  proceedings  the  proposed  rules,  with  certain 
modifications,  were  tentatively  acted  upon  by  the  Commission  and 
made  available  for  a  15-day  period  upon  public  notice,  affording 
opportunity  to  all  interested  or  affected  parties  to  be  heard  or  to  pre- 
sent their  written  views,  suggestions,  or  objections,  if  any. 

Thereafter,  upon  consideration  of  the  entire  matter,  final  action  was 
taken  whereby  the  rules  appearing  herein  under  Group  I  were  approved 
by  the  Commission,  and  those  under  Group  II  were  received  by  the 
Commission  as  expressions  of  the  industry. 

THE  RULES 

GROUP  I* 
RvhB  1. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  oflFer  to  give,  or  permit  or  cause  to  be  given 
money  or  anything  of  value  to  agents,  employees,  or  representative^ 
of  customers  or  prospective  customers,  or  to  agents,  employees,  or  rep- 
resentatives of  competitors'  customers  or  prospective  customers  with- 
out  the  knowledge  of  their  employers  or  principals,  as  an  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract  to 
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purchase  products  manufactured  or  sold  by  such  industry  member  or 
the  maker  of  such  gift  or  offer  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  2. 

Wilfully  inducing  or  attempting  to  induce  the  breach  of  existing 
contract  or  contracts  between  competitors  and  their  customers  or  their 
suppliers  by  any  false  or  deceptive  means  whatsoever,  or  wilfully 
interfering  with  or  obstructing  the  performance  of  any  such  con- 
tractual duties  or  services  by  any  such  means,  with  the  purpose  and 
effect  of  unduly  hampering,  injuring,  or  prejudicing  competitors  in 
their  businesses,  is  an  unfair  trade  practice. 

RuiiE  3. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  or  questionable 
credit  standing,  or  by  other  false  representations,  or  the  false  dis- 
paragement of  the  grade,  quality,  composition,  material,  construction, 
durability,  or  process  of  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  pol- 
icies, or  services,  or  conditions  of  employment,  with  the  tendency, 
capacity,  or  effect  of  misleading  or  deceiving  any  purchasers  or  pros- 
pective purchasers  of  burial  vaults,  is  an  unfair  trade  practice. 

Rule  4. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  embarrassing  com- 
petitors in  their  businesses,  is  an  unfair  trade  practice. 

Rule  5. 

The  imitation  of  the  trade-marks,  trade  names,  brands,  labels,  or 
other  marks  of  identification  of  competitors,  with  the  tendency,  capac- 
ity, or  effect  of  misleading  or  deceiving  any  purchasers  or  prospective 
purchasers  of  burial  vaults,  is  an  unfair  trade  practice. 

Rui^E  6. 

The  practice  of  shipping  or  delivering  products  which  do  not  conform 
to  representations  made  prior  to  or  at  the  time  of  securing  an  order, 
or  the  substitution  of  products  inferior  in  quality  to  the  kind  ordered, 
without  the  consent  of  the  purchaser  to  such  substitution  and  with 
the  effect  of  misleading  or  deceiving  any  purchasers  or  prospective 
purchasers  of  burial  vauks,  is  an  unfair  trade  practice. 


Rule  7. 

Securing  information  from  competitors  concerning  their  businessee 
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by  false  or  misleading  statements  or  representations  or  by  false  im- 
personation of  one  in  authority  and  the  wrongful  use  thereof  to  un- 
duly hinder  or  stifle  the  competition  of  such  competitors  is  an  unfair 
trade  practice. 

Rule  8. 

The  false  or  deceptive  marking,  branding,  or  labeling  of  concrete 
burial  vaults  for  the  purpose  or  with  the  tendency,  capacity,  or  effect 
of  misleading  or  deceiving  purchasers  or  prospective  purchasers  con- 
cerning the  grade,  quality,  composition,  material,  construction,  dura- 
bility, or  process  of  manufacture  of  such  vaults,  or  in  any  other 
material  respect,  or  the  marking,  branding,  or  labeling  of  such  vaults 
by  representations,  statements,  assertions,  or  claims  concerning  the 
capacity,  property,  or  ability  of  such  vaults  to  remain  airtight,  water- 
proof, or  sweatproof  when  such  representations,  statements,  assertions, 
or  claims  are  not  true  in  fact,  or  are  misleading,  or  are  not  known  to 
be  true,  is  an  unfair  trade  practice. 

Rule  9. 

Making,  or  causing  to  be  made  or  published,  directly  or  indirectly, 
any  false,  untrue,  or  deceptive  statement,  representation,  guarantee,, 
warranty,  testimonial,  or  endorsement,  by  way  of  advertising  (through 
Jiewspapers,  magazines,  booklets,  or  other  advertising  media)  or  by 
radio,  oral  representation,  or  otherwise,  in  connection  with  the  sale 
or  distribution  of  concrete  burial  vaults  and  concerning  the  grade, 
quality,  composition,  material,  construction,  durability,  or  process  of 
manufacture  of  such  vaults,  or  in  any  other  material  respect,  or  the 
making  of  any  representations,  statements,  assertions,  or  claims,  directly 
or  indirectly,  concerning  the  capacity,  property,  or  ability  of  such 
vaults  to  remain  airtight,  waterproof,  or  sweatproof  when  such  repre- 
sentations, statements,  assertions,  or  claims  are  not  true  in  fact,  or  are 
misleading,  or  are  not  known  to  be  true,  with  the  tendency,  capacity, 
or  effect  of  misleading  or  deceiving  any  purchasers  or  prospective 
purchasers  of  burial  vaults,  is  an  unfair  trade  practice. 

Rule  10. 

Withholding  from  or  inserting  in  invoices  any  statements  or  informa- 
tion by  reason  of  which  omission  or  insertion  a  false  record  is  made, 
wholly  or  in  part,  of  the  transactions  represented  on  the  face  of  such 
invoices,  with  the  purpose  or  effect  of  thereby  misleading  or  deceiving 
any  purchasers  or  prospective  purchasers  of  burial  vaults,  is  an  unfair 
trade  practice. 

Rule  11. 

• 

The  practice  of  selling  industry  products  below  the  seller's  cost, 
with  the  intent  and  with  the  effect  of  injuring  a  competitor  and  where 
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the  effect  may  be  substantially  to  lessen  competition  or  tend  to  create 
a  monopoly  or  unreasonably  restrain  trade,  is  an  unfair  trade  practice ; 
all  elements  recognized  by  good  accounting  practice  as  proper  elements 
of  such  cost  shall  be  included  in  determining  cost  under  this  rule. 
Rule  12. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  on  consignment  or  pretended  con- 
signment for  the  purpose  and  with  the  effect  of  artificially  clogging 
trade  outlets  and  unduly  restricting  competitors*  use  of  said  trade 
ouflets  in  getting  their  goods  to  consumers  through  regular  channels 
of  distribution,  or  with  such  purpose  to  entirely  close  said  trade  outlets 
to  such  competitors  so  as  to  substantially  lessen  competition  or  tend  to 
create  a  monopoly  or  to  unreasonably  restrain  trade:  Provided,  how- 
ever, That  nothing  herein  shall  be  construed  or  used  as  restricting  or 
preventing  consignment  shipping  or  marketing  of  commodities  in 
good  faith  and  without  artificial  interference  with  competitors'  use 
of  the  usual  channels  of  distribution  in  such  manner  as  thereby  to 
suppress  competition  or  restrain  trade. 
Rule  13. 

(a)  Prohibited  Discriminatory  Differentials,  Relates,  Refunds,  Dis- 
counts, Credits,  and  Other  Allowances. — It  is  an  unfair  trade  practice 
for  any  member  of  the  industry  engaged  in  commerce,*  in  the  course 
of  such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly  or 
indirectly,  any  price  differentials,  rebates,  refunds,  discounts,  credits, 
or  other  allowances  which  effectuate  a  discrimination  in  price  between 
different  purchasers  of  goods  of  like  grade  and  quality  where  either 
or  any  of  the  purchases  involved  therein  are  in  commerce*  and  where 
the  effect  thereof  may  be  substantially  to  lessen  competition  or  tend 
to  create  a  monopoly  in  any  line  of  commerce*  or  to  injure,  destroy,  or 
prevent  competition  with  any  person  who  either  grants  or  knowingly 
receives  the  benefit  of  such  discrimination  or  with  customers  of  either 
of  them:  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold  for 
use,  consumption,  or  resale  within  any  place  under  the  jurisdiction 
of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manji- 
facture,  sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

*  8m  footaotc  p.  4M. 
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(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (b) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in*  the  goods  concerned. 
(6)  Prohibited  Brokerage  and  Commissions. — ^It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent, 
representative,  or  other  intermediary  therein  where  such  intermediary 
is  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — ^It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as 
compensation  or  in  consideration  for  any  services  or  facilities  fur- 
nished by  or  through  such  customer  in  connection  with  the  proc^sing, 
handling,  sale,  or  offering  for  sale  of  any  products  or  commodities 
manufactured,  sold,  or  offered  for  sale  by  such  member,  unless  such 
payment  or  consideration  is  available  on  proportionally  equal  terms 
to  all  other  customers  competing  in  the  distribution  of  such  products 
or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  unfair 
trade  practice  for  any  member  of  the  industry  engaged  in  commerce* 
to  discriminate  in  favor  of  one  purchaser  against  another  purchaser 
or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  contrib- 
uting to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(c)  Illegal  Price  Discrimination^^lt  is  an  unfair  trade  practice 
for  any  member  of  the  industry  or  other  person  engaged  in  commerce.* 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 


*  Sm  footnote,  p.  480. 
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Act  of  Confess  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress),  or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

GROUP  II* 

Rule  A. 

The  industry  approves  the  practice  of  each  individual  member  of 
the  industry  independently  publishing  and  circulating  to  the  purchas- 
ing trade  his  own  price  lists  fully  setting  forth  his  terms  of  sale. 

Rule  B. 

It  is  the  judgment  of  the  industry  that  each  member  should  independ- 
ently keep  proper  and  accurate  records  for  determining  his  costs. 

Rule  C. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good 
will,  and  every 'effort  should  be  made  by  the  disputants  themselves 
to  compose  their  differences.  If  unable  to  do  so  they  should,  if  possible, 
submit  these  disputes  to  arbitration. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  indus- 
try to  cooperate  with  the  Federal  Trade  Commission  and  to 
perform  such  acts  as  mfiy  be  legal  and  proper  to  put  these  rules 
into  effect. 

Promulgated  by  the  Federal  Trade  Commission  July  10,  1937. 


*  Sf^e  page  VIII  for  headnote  applicable  to  Group  II  Rules. 
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TRADE  PRACTICE  RULES 
FOR  THE 

RAYON  INDUSTRY 
PROMULGATED  OCTOBER  26,  1937 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Rayon  Industry,  as  herein  set  forth 
are  promulgated  by  the  Federal  Trade  Commission  under  its  trade 
practice  conference  procedure.  Their  purpose  is  to  pro^dde  for  proper 
fiber  Identification  and  disclosure  of  rayon  and  rayon  products  and 
for  the  prevention  of  misinformation,  misrepresentation,  and  decep- 
tion,  m  the  interest  of  fair  competition  and  consumer  protection. 

According  to  the  most  recent  figures  available  from  authoritative 
sources,  the  total  volume  of  production  of  rayon  by  the  various  proc- 
ess^  in  the  United  States  for  the  year  1936  amounted,  approximately, 
0  290,000,000  pounds.  Its  production,  fabrication,  and  distribution 
torm  a  large  and  important  part  of  the  general  textile  industry  in  the 
United  States. 

In  the  course  of  the  proceedings  for  the  establishment  of  such  rules 
and  following  a  trade  practice  conference  on  the  subject  in  New  York 
City,  September  16,  1937,  proposed  rules  as  tentatively  revised  by  the 
Commission  were  made  available  upon  public  notice  to  all  interested 
or  affected  parties,  affording  them  opportunity  to  present  their  views 
suggestions,  or  objections,  if  any,  and  to  be  heard  in  respect  to  the 
proposed  rules.  Accordingly,  public  hearing  was  held  by  the  Commis- 
sion  for  this  purpose  at  Washington,  October  8,  1937,  and  various  rep- 
resentatives  of  the  industry,  together  with  representatives  of  other 
interested  parties  and  groups,  were  heard. 

Inasmuch  as  the  Group  I  rules  are  considered  by  the  Commission 
to  express  the  requirements  of  law,  they  may  be  accepted  and  followed 
by  all  marketers  as  a  guide,  and  should  be  considered  as  binding 
requirements  of  the  existing  law  in  transactions  within  Federal  iuris 
diction.  '  '' 

The  rules  herein  promulgated  shall  supei-sede  and  take  the  place 
of  the  resolution  released  by  the  Commission  October  31    1925    con 
cerning  the  use  of  the  term  "Rayon,"  and  shall  also  supersede  and 
take  the  place  of  the  Commission 's  later  announcement  of  February  1 
1929,  respecting  the  intent  and  effect  of  such  resolution. 

THE  RULES 

The  rules  promulgated  herein  by  the  Commission  are  designed  to 
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foster  and  promote  fair  competitive  conditionB  and  the  protection 
of  the  purchasing  and  consuming  public  in  the  interest  of  both  in- 
dustry and  the  public.  The  requirements  of  the  rules  with  respect  to 
fiber,  yarn,  thread,  strands,  or  fabric  are  likewise  applicable  to 
such  articles  or  commodities  when  contained  in  garments  or  other 
textile  products  or  articles  as  well  as  when  advertised,  offered  for 
sale,  sold,  or  distributed  in  the  form  of  fiber,  yam,  thread,  strands, 
or  fabric. 

GROUP  I* 

Rule  1.  Generic  Scope  of  word  ''Rayon.**  ^ 

The  word  rayon  is  the  generic  term  for  manufactured  textUe  fiber 
or  yam  produced  chemically  from  cellulose  or  with  a  cellulose  base 
and  for  thread,  strands,  or  fabric  made  therefrom,  regardless  of 
whether  such  fiber  or  yam  be  made  under  the  viscose,  aeetate,  cu- 
prammonium,  nitrocellulose,  or  other  process.  It  is  an  unfair  trade 
practice  to  cause  such  fiber  or  yam  or  thread,  strands,  or  fabric  made 
therefrom  to  be  sold,  offered  for  sale,  distributed,  advertised,  de- 
scribed, branded,  labeled,  or  otherwise  represented:  (1)  as  not  being 
rayon;  or  (2)  as  being  something  other  than  rayon;  or  (3)  without 
disclosure  of  the  fact  that  such  material  or  product  is  rayon,  made 
clearly  and  unequivocally  in  the  invoices  and  labeling  and  in  all  adver- 
tising matter,  sales  promotional  descriptions,  or  representations  thereof, 
however  disseminated  or  published. 

Rule  2.  Designation  of  Manufacturing  Processes. 

It  is  an  unfair  trade  practice  to  cause  any  such  rayon  product  to 
be  represented  as  having  been  made  by  a  certain  process  when  such  is 
not  the  fact  or  when  the  same  has  been  made  by  a  different  process, 
or  otherwise  to  cause  the  character,  properties,  quality,  or  grade  of 
any  such  rayon  product  to  be  represented  falsely  or  deceptively. 
Nothing  in  these  rules  shall  prohibit,  in  conjunction  with  the  word 
or  designation  ** rayon,*'  the  use  of  words,  terms,  phrases,  statements, 
or  representations  which  truthfully  and  accurately  designate  or  de- 
scribe the  process  by  which  said  rayon  was  manufactured,  such  as,  for 
example, 

"Viscose    Rayon*'    or   ** Rayon    Manufactured   by    the    Viacoee 

Process*' 
** Acetate   Rayon"   or   "Rayon   Manufactured   by    the    Acetate 

Process" 
"Cnprammonium  Rayon"  or  "Rayon  Manufactured  by  the  Cup- 
rammonium  Process" 
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"NitroceUulose  Rayon"  or  "Rayon  Manufactured  by  the  Nitro- 
cellulose Process:" 

Provided,  however,  That  in  any  such  term,  phrase,  statement,  or  rep- 
resentation  said  word  "rayon"  is  set  forth  with  at  least  equal  promi- 
nence, conspicuousness,  and  emphasis  so  as  not  to  be  misleadingly  or 
deceptively  minimized,  obscured,  or  rendered  otherwise  inconspicuous. 

Rule  3.  Trade-marks. 

Nothing  in  these  rules  shall  prohibit  the  tmthful  and  accurate  use 
of  the  trade-mark  of  the  manufacturer,  processor,  seller,  or  distribu- 
tor of  any  such  rayon  fiber,  yarn,  thread,  strands,  or  fabric,  such  as, 
for  example,  "Celanese  Rayon,"  "Acele  Rayon,"  "Du  Pont  Rayon," 
"Bemberg  Rayon,"  "Seraceta  Rayon,"  or  other  similar  representation: 
Provided,  That  the  term  "rayon"  as  descriptive  of  the  product  is  set 
forth  as  a  part  of  such  term,  phrase,  statement,  or  representation  so 
used,  or  in  immediate  conjunction  therewith,  and  with  at  least  equal 
prominence,  conspicuousness,  and  emphasis,  to  the  end  that  said  word 
"rayon"  and  the  fact  that  the  product  is  rayon  will  not  be  mislead- 
ingly or  deceptively  minimized,  obscured,  or  rendered  otherwise  in- 
conspicuous :  And  provided  further,  That  any  such  term,  phrase,  state- 
ment, or  representation  so  used  is  otherwise  truthful  and  non-deceptive. 

Rule  4.  The  Terms  *'SUk,**  ''Pure  Dye/*  "Wool/*  "Linen/*  "Flax  '* 
"Cotton/*  Etc. 

It  is  an  unfair  trade  practice  to  cause  to  be  used,  as  descriptive 
of  rayon  fiber,  or  of  yam,  thread,  strands,  or  fabric  composed  in 
whole  or  in  part  of  rayon,  the  word  "silk"  or  the  distinctive  term 
or  phrase  "pure  dye, ' *  or  the  words ' '  wool, "  " linen, "  " flax, "  " cotton, ' ' 
or  any  other  word,  term,  phrase,  or  representation  of  similar  import : 
Provided,  however,  That  nothing  in  this  rule  shall  prohibit  the  use 
of  the  word  "silk,"  "wool,"  "linen,"  "flax,"  or  "cotton"  in  a  term, 
phrase,  statement,  or  representation  truthfully  and  accurately  indicat- 
ing, in  harmony  with  the  requirements  of  Rule  6  for  mixed  goods, 
that  such  yam,  thread,  strand,  or  fabric  is  composed  in  part  of  silk] 
wool,  linen,  flax,  or  cotton  as  the  case  may  be. 

Rule  ^    Terms  Relating  to  Types  of  Construction  or  Weave. 

It  is  an  unfair  trade  practice  to  cause  to  be  used  as  descriptive  of 
rayon  fiber,  thread,  strands,  yam,  or  fabric  the  words  "taffeta," 
"chiffon,"  "velvet,"  "crepe,"  "georgette,"  or  any  other  word,  terii, 
phrase,  or  representation  which  is  associated"  in  the  minds  of  the 
purchasing  or  consuming  public  with  silk,  wool,  linen,  flax,  cotton, 
or  with  any  fiber,  yam,  thread,  strand,  or  fabric  other  than  rayon  i 
except,  however,  nothing  in  these  rules  shall  prohibit  the  use  of 
any  word,  term,  phrase,  or  designation  tmthfully  indicating  the  type 
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of  weave  or  construction :  Provided,  Such  word,  term,  phrase,  or  des- 
ignation be  qualified  by  the  word  ** rayon'*  so  as  clearly  to  show  that 
such  product  is  in  fact  rayon  or  contains  rayon  and  other  materials 
as  the  case  may  be,  disclosed  in  accordance  with  the  requirements 
of  Rule  6  as  to  mixed  goods,  such  as,  for  example,  ** Rayon  Taffeta,*' 
"Rayon  Crepe,"  ** Rayon  Velvet,"  when  fabric  is  composed  wholly  of 
rayon,  or  ** Rayon  and  Silk  Taffeta"  when  fabric  is  composed  of 
rayon  in  greater  and  silk  in  lesser  proportion:  Provided,  however, 
That  in  the  use  of  any  such  term,  phrase,  or  designation  the  word 
** rayon"  shall  be  set  forth  therein  with  at  least  equal  prominence, 
conspicuousness,  and  emphasis  as  the  other  word  or 'words  jn  each 
such  term,  phrase,  or  designation,  to  the  end  that  said  word  "rayon" 
and  the  fact  that  said  product  contains  such  rayon  shall  not  be  mis- 
leadingly  or  deceptively  minimized,  obscured,  or  rendered  otherwise 
inconspicuous. 

Rule  6.  Mixed  Goods. 

In  the  case  of  yam,  thread,  strands,  or  fabric  composed  of  a  mixture 
of  rayon  and  other  kinds  of  fiber  or  substances  (other  than  necessary 
dyeing  and  finishing  materials),  full  and  nondeceptive  disclosure  of 
the  rayon  and  other  content  of  such  product  should  be  made ;  and  it  is 
an  unfair  trade  practice  to  conceal,  or  fail  or  refuse  to  make  such  dis- 
closure of,  the  presence  of  any  constituent  of  such  product,  having 
the  capacity,  tendency,  or  effect  of  misleading  or  deceiving  purchasers 
or  the  consuming  public.  Such  disclosure  of  the  fiber  content  of  said 
products,  pursuant  to  this  rule,  shall  be  made  by  accurately  designating 
and  naming  each  constituent  fiber  thereof  in  the  order  of  its  predomin- 
ance by  weight,  beginning  with  the  largest  single  constituent ;  such  as, 
for  example,  "Rayon,  Wool,  and  Silk"  for  yarn,  thread,  strands,  or 
fabric  composed  of  rayon,  wool,  and  silk  and  containing  rayon  in 
larger  proportion  than  either  silk  or  wool  and  containing  wool  in 
greater  proportion  than  silk ;  subject,  however,  to  the  following : 

(I)  In  setting  forth  a  disclosure  of  the  names  of  the  fiber  con- 
tained in  any  such  mixed  product  of  two  or  more  fibers,  the  re- 
spective name  of  any  such  fiber  shall  not  be  set  forth  in  type  or 
manner  so  disproportionately  enlarged,  emphasized,  or  conspicu- 
ously placed  as  thereby  to  have  the  capacity,  tendency,  or  effect 
of  misleading  or  deceiving  purchasers  or  the  consuming  public 
into  the  belief  that  a  greater  proportion  of  such  over-emphasized 
fiber  is  pjesent  than  is  in  fact  true;  such  as,  for  example,  in 
printing  or  otherwise  setting  forth  said  illustrative  disclosure 
of  ** Rayon,  Wool,  and  Silk,"  the  word  "wool"  or  the  word  ''silk" 
shall  not  be  disproportionately  enlarged  or  otherwise  emphasized 
in  such  maimer  as  to  have  the  capacity,  tendency,  or  effect  of  mis- 
leading or  deceiving  purchasers  or  the  consuming  public  in  respect 
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to  the  proportion  or  effective  character  of  the  wool  or  the  silk  in 
such  mixed  product. 

(II)  Where  the  fiber  or  fibers  comprising  at  least  95%  of  such 
mixed  product  are  disclosed  not  only  by  name  as  required  by  this 
rule  but  also  with  the  percentage  of  each  in  the  order  of  pre- 
dominance by  weight  as  recommended  in  Rule  A,  then  the  re- 
maining 5%  or  less  of  the  fiber  content  of  such  product  may 
be  designated  and  disclosed  as  "Other  Fibers,"  or  "Miscellaneous 
Fibers:"  Provided,  Such  5%  proportion  or  less  is  not  definitely 
known  to  be  composed  of  one  fiber  or  readily  ascertainable  as 
consisting  of  but  one  fiber,  but  on  the  contrary  is  composed  of 
fibers  which  may  be  of  various  kinds,  the  percentages  or  quanti- 
ties of  each  of  which  are  not  definitely  known  or  readily  ascer- 

*  

tainable:  And  provided  further.  That  such  fiber  content  desig- 
nated or  disclosed  as  "Other  Fibers"  or  "Miscellaneous  Fibers" 
is  not  otherwise  misrepresented.  Illustrative  examples  of  the 
disclosure  provided  for  under  this  rule  are  as  follows:  "50% 
Rayon,  46%  Silk,  4%  Other  Fibers"  or  "55%  Rayon,  40%  Wool, 
0%  Miscellaneous  Fibers ' '  for  products  composed  of  the  respective 
stated  percentages  of  rayon,  silk,  and  wool  and  composed  of  5% 
of  fibers  the  proportion  or  percentage  of  each  of  which  is  not  known 
or  readily  ascertainable,  including  such  small  additional  amounts 
of  rayon,  wool,  or  silk  as  may  be  present  due  to  unavoidable 
variations  in  manufacturing  processes. 

(III)  In  making  disclosure  of  fiber  content  under  these  rules 
by  choosing  to  specifically  name  any  particular  fiber  in  a  mixed 
product  which  is  present  in  the  proportion  of  5%  or  less  by  weight, 
the  percentage  in  which  such  specifically  named  fiber  is  present 
in  the  product  shall  then  be  clearly  and  truthfully  disclosed,  such 
as,  for  example,  "2%  Wool"  or  "2%  Silk,"  to  the  end  that  pur- 
chasers or  the  consuming  public  may  not  be  misled  or  deceived  into 
the  erroneous  belief  that  said  fiber  is  present  in  a  greater  or  lesser 
proportion  than  is  in  fact  true. 

(IV)  Nothing  in  any  of  these  rules,  however,  shall  be  construed 
as  relieving  anyone  of  the  requirement  of  making  full,  specific,  and 
accurate  disclosure  of  the  presence,  in  any  fiber,  yam,  thread, 
strand,  or  fabric,  of  any  substance  other  than  fiber  used  therein  as 
loading  material  or  as  an  adulterant,  or  of  the  requirement  of 
otherwise  avoiding  deceptive  concealment  or  misrepresentation 
in  respect  to  such  substance. 

Rule  7.    Encouraging  or  Promoting  the  Use  of  Misleading  Merchan- 
dising Methods. 

It  is  an  unfair  trade  practice  to  cause  any  such  rayon  fiber,  or 
yam,  thread,  strands,  or  fabric  made  therefrom,  to  be  advertised, 
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represented,  offered  for  sale,  sold,  or  distributed  through  any  means 
or  devices,  or  under  any  conditions,  which  are  calculated  to  cause, 
promote,  or  aid,  or  which  have  the  capacity  and  tendency  or  effect 
of  causing,  promoting,  or  aiding,  the  marketing  of  such  products  in 
the  channels  of  trade  or  commerce  under  circumstances  or  representa- 
tions which  are  false,  misleading,  or  deceptive  to  purchasers,  prospective 
purchasers,  or  the  consuming  public.  The  following  is  set  forth  as  a 
specific  example,  without  limitation  as  to  others,  of  the  type  of  prac- 
tices prohibited  by  this  rule: 

(a)  Causing,  promoting,  or  aiding,  in  a  manner  calculated  to 
mislead  or  deceive,  the  advertisement,  offering  for  sale,  or  sale 
of  any  rayon  or  rayon  products. at  silk  counters  or  in  the  silk 
department  of  dealers  or  as  being  manufactured  or  distributed 
by  a  silk  company  or  silk  corporation,  or  other  firm  or  corpora- 
tion or  organization  whose  name  indicates  a  silk  business,  with- 
out making  full  and  unequivocal  disclosure  that  such  products 
are  rayon  and  not  silk  or  are  a  mixture  of  rayon  and  other  ma- 
terials disclosed  in  accordance  with  the  requirements  of  Rule  6 
as  to  mixed  goods,  and  without  taking  such  other  steps  as  may 
be  necessary  to  prevent  misrepresentation  or  deception. 

GROUP  11* 

Rule  A.  Disclosure  of  Proportions  of  Mixed  Fibers. 

The  practice  of  making  full  and  accurate  disclosure  of  the  propor- 
tions or  percentages  of  constituents  in  such  mixed  goods  is  approved 
as  a  proper  practice  to  the  end  that  salespersons,  dealers,  and  other 
marketers  of  such  products  may  have  accurate  information  of  the 
contents  and  may  in  turn  correctly  inform  the  purchasing  and  con- 
suming public  thereof,  thereby  avoiding  confusion,  misunderstanding, 
or  misrepresentation  as  to  the  nature  or  content  of  such  products.  Any 
action  taken  in  following  this  rule  shall  be  consonant  with  the  require- 
ments of  the  foregoing  Group  I  rules. 

Rule  B.  information  as  to  Treatment  and  Care  of  Prodtici. 

The  practice,  by  producers,  manufacturers,  and  distributors,  of  fur- 
nishing and  disseminating,  through  tags,  labels,  advertisements,  or 
other  publicity,  accurate  information  as  to  the  proper  treatment,  care, 
and  cleaning  of  rayon  or  rayon  products  is  approved  and  recommended 
as  a  desirable  practice  to  follow  in  the  interest  of  enabling  consumers 
to  obtain  and  enjoy  full  benefit  of  the  desirable  qualities  and  service 
of  such  products. 

Promulgated  by  the  Federal  Trade  Commission  October  26,  1937. 
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TRADE  PRACTICE  RULES 
FOR  THE 

HOUSE  DRESS  AND  WASH  FROCK  MANUFACTURING 

INDUSTRY 

PROMULGATED  DECEMBER  31.  1937 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  House  Dress  and  Wash  Frock  Manu- 
facturing Industry,  as  herein  set  forth,  are  promulgated  by  the  Federal 
Trade  Commission  under  its  trade  practice  co^iference  procedure. 

The  products  of  the  industry  consist  of  house  dresses  and  wash 
frocks  made  principally  of  cotton  and  other  washable  fabrics.  The 
industry  embraces  all  manufacturers  of  such  dresses.  The  manufac- 
turers sell  and  distribute  such  dresses  throughout  the  country  to 
department  stores,  retail  dress  shops,  jobbers,  wholesalers,  and  other 
merchants.  In  the  aggregate  they  are  said  to  have  an  annual  production 
of  about  12,000,000  dozens  of  dresses  with  capital  approximating 
$35,000,000  and  annual  dollar  volume  of  sales  about  $150,000,000. 

In  the  course  of  the  proceedings  a  general  trade  practice  conference 
was  held  upon  application  of  representatives  of  the  industry.  There- 
after, public  hearing  in  respect  to  proposed  rules  was  ordered  by  the 
Commission,  upon  notice  to  all  interested  or  affected  parties,  whereby 
copies  of  the  proposed  rules  were  made  available  and  all  such  parties 
were  afforded  opportunity  to  present  to  the  Commission  their  views 
regarding  the  proposed  rules,  including  suggestions  or  objections,  if 
any.  Thereafter,  and  upon  further  consideration  of  the  entire  matter, 
final  Commission  action  was  taken  and  the  rules  in  the  form  appearing 
herein  were  approved  by  the  Commission  as  to  Group  I  and  in  respect 
to  Group  II  were  received  by  the  Commission  as  expressions  of  the 
industry. 

THE  RULES 
GROUP  I* 

BXTLB  1. 

Making,  or  causing  to  be  made  or  published,  directly  or  indirectly, 
any  false,  untrue,  or  deceptive  statement  or  representation,  by  way 
of  advertisement  or  otherwise,  concerning  the  grade,  quality,  quantity, 
substance,  character,  nature,  origin,  size,  serviceability,  color,  color- 
fastness,  workmanship,  washability,  fiber  content  or  identification, 
shrinkage  properties,  manufacture,  or  distribution  of  any  product 

*8c«  pa<«  Vni  for  beadnot«  applicable  to  Group  I  Roka. 


*  8m  pago  Vm  for  1m»4im)U  applieabU  to  Group  11  Rulaa. 
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of  the  industry,  or  in  any  other  material  respect,  with  the  tendency, 
capacity,  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  2. 

The  false  or  deceptive  marking  or  branding  of  products  of  the 
industry  for  the  purpose  or  with  the  tendency,  capacity,  or  effect 
of  misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public  with  respect  to  the  grade,  quality,  quantity,  sub- 
stance, character,  nature,  origin,  size,  serviceability,  color,  colorfastncss, 
workmanship,  wasliability,  fiber  content  or  identification,  shrinkage 
properties,  manufacture,  or  distribution  of  such  products,  or  in  any 
other  material  respect,  is  an  unfair  trade  practice. 

Rule  3. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  pol- 
icies, or  services,  with  the  tendency,  capacity,  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade. practice. 

Rule  4. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  embarrassing  com- 
petitors in  their  businesses,  is  an  unfair  trade  practice. 

Rule  5. 

Wilfully  inducing  or  attempting  to  induce  the  breach  of  existing 
contract  or  contracts  between  competitors  and  their  customers  or  their 
suppliers  by  any  false  or  deceptive  means  whatsoever,  or  wilfully 
interfering  with  or  obstructing  the  performance  of  any  such  contractual 
duties  or  services  by  any  such  means,  with  the  purpose  and  effect  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 

Rule  6. 

The  practice  of  selling  industry  products  below  the  seller's  cost, 
with  the  intent  and  with  the  effect  of  injuring  a  competitor  and  where 
the  effect  may  be  substantially  to  lessen  competition  or  tend  to  create 
a  monopoly  or  unreasonably  restrain  trade,  is  an  unfair  trade  practice ; 
all  elements  recognized  by  good  accounting  practice  as  proper  elements 
of  such  cost  shall  be  included  in  determining  cost  under  this  rule. 
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Rule  7.  • 

Securing  information  from  competitors  concerning  their  businesses  ' 
by  false  or  misleading  statements  or  representations  or  by  false  im- 
personation of  one  in  authority  and  the  wrongful  use  thereof  to  unduly 
hinder  or  stifle  the  competition  of  such  competitors  is  an  unfair  trade 
practice. 

Rule  8. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to  give, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors*  customers  or  prospective  customers,  with- 
out ^the  knowledge  of  their  employers  or  principals,  as  an  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  industry  products  from  the  maker  of  such  gift  or  offer  or 
to  influence  such  employers  or  principals  to  refrain  from  dealing  or 
contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 

Rule  9. 

Withholding  from  or  inserting  in  invoices  any  statements  or  infor- 
mation by  reason  of  which  omission  or  insertion  a  false  record  is  made, 
wholly  or  in  part,  of  the  transactions  represented  on  the  face  of  such 
invoices,  with  the  purpose  or  effect  of  thereby  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public,  is  an 
unfair  trade  practice. 

Rule  10. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  on  consignment  or  pretended  co^r 
signment  for  the  purpose  and  with  the  effect  of  artificially  clogging 
trade  outlets  and  unduly  restricting  competitors'  use  of  said  trade 
outlets  in  getting  their  goods  to  consumers  through  regular  channels 
of  distribution,  or  with  such  purpose  to  entirely  close  said  trade  outlets 
to  such  competitors  so  as  to  substantially  lessen  competition  or  tend 
to  create  a  monopoly  or  to  unreasonably  restrain  trade:  Provided^ 
however^  That  nothing  herein  shall  be  construed  or  used  as  restricting 
or  preventing  consignment  shipping  or  marketing  of  commodities  in 
good  faith  and  without  artificial  interference  with  competitors'  use 
of  the  usual  channels  of  distribution  in  such  manner  as  thereby  to 
suppress  competition  or  restrain  trade. 

Rule  11. 

(a)  Prohibited  Discriminatory  Rehates,  Refunds,  Discounts,  Cred- 
its, and  Other  Price  Differentials, — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  engaged  in  commerce,^  in  the  course  Of 
such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly  or  indi- 

^  S«t:  footnoU.  p.  460. 
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rectly,  any  rebate,  refund,  discount,  credit,  or  other  price  differentia 
where  such  rebate,  refund,  discount,  credit,  or  other  price  differential 
effects  a  discrimination  in  price  between  different  purchasers  of  goods 
of  like  grade  and  quality,  and  where  either  or  any  of  the  purchases 
involved  therein  are  in  commerce,^  and  where  the  effect  thereof  may 
be  substantially  to  lessen  competition  or  tend  to  create  a  monopoly 
in  any  line  of  commerce,^  or  to  injure,  destroy,  or  prevent  competition 
with  any  person  who  either  grants  or  knowingly  receives  the  benefit 
of  such  discrimination  or  with  customers  of  either  of  them :  Providedy 
however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (&) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept, 
anything  of  value  as  a  commission,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu  thereof,  except  for  services  ren- 
dered in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  mer- 
chandise, either  to  the  other  party  to  such  transaction  or  to  an  agent, 
representative,  or  other  intermediary  therein  where  such  intermediary 
is  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  AUouHinces,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce^  to  pay  or  contract  for  the  payment  of  advertising  or 

^  See  footnote,  p.  460. 
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promotional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as 
compensation  or  in  consideration  for  any  services  or  facilities  fur- 
nished by  or  through  such  customer  in  connection  with  the  process- 
ing, handling,  sale,  or  offering  for  sale  of  any  products  or  commodi- 
ties manufactured,  sold,  or  offered  for  sale  by  such  member,  unless 
such  payment  or  consideration  is  available  on  proportionally  equal 
terms  to  all  other  customers  competing  in  the  distribution  of  such 
products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  with- 
out processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  con- 
tributing to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Illegal  Price  Discrimination. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,* 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  12.  Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  en- 
gaged in  commerce*  to  discriminate  in  favor  of  one  customer-pur- 
chaser against  another  customer-purchaser  of  dresses,  bought  from 
such  member  of  the  industry  for  resale,  by  contracting  to  furnish  or 
furnishing  in  connection  therewith,  upon  terms  not  accorded  to  all 
customer-purchasers  on  proportionally  equal  terms^  the  service  or 
facility  whereby  such  favored  purchaser  is  accorded  the  privilege  of 
returning  dresses  so  purchased  and  receiving  therefor  credit  or  refund 
of  purchase  price:  Provided,  however,  Nothing  in  any  of  the  rules 
herein  shall  prohibit  or  be  used  to  prevent  the  return  of  merchandise 
by  purchaser,  for  credit  or  refund  of  purchase  price,  when  and  be- 
cause such  merchandise  has  not  been  properly  labeled  by  the  seller  as 
to  fiber  content,  or  has  been  otherwise  falsely  or  deceptively  labeled 
or  represented,  or  when  and  because  such  merchandise  is  defective  in 
material,  workmanship,  or  in  any  other  respect  contrary  to  warranty 
or  purchase  contract. 


>  8m  footnote,  p.  4<0. 
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GROUP  II* 

EULE   A. 

In  view  of  the  fact  tliat  certain  fabric  may  be  damaged  or  destroyed 
by  contact  with  certain  types  of  deodorants  or  depilatories,  the  industry 
recommends  that  in  the  case  of  garments  made  of  such  fabric  a  tag 
or  label  be  placed  thereon  by  the  manufacturer  informing  the  purchas- 
ing public  of  such  fact  and  of  the  desirability  of  avoiding  contact 
between  the  fabric  and  such  deodorants  or  depilatories  which  will 
damage  or  destroy  the  fabric. 

Rule  B.  Return  of  Merchandise — Expression  of  Industry. 

The  practice,  by  members  of  the  industry,  of  selling  merchandise 
and  later  permitting  the  purchaser  to  retuni  it  for  credit  or  refund 
of  purchase  price,  without  just  cause,  creates  waste  and  loss,  increases 
the  cost  of  doing  business,  to  the  detriment  of  both  the  industry  and 
the  public,  and  is  condemned  by  the  industry,  subject,  however,  to 
requirements  and  limitations  set  forth  in  the  provisions  of  Rule  12 
of  Group  I,  herein. 

Rule  C. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good 
will,  and  every  effort  should  be  made  by  the  disputants  themselves 
to  compose  their  differences.  If  unable  to  do  so  they  should,  if  possible, 
submit  these  disputes  to  arbitration. 

Rule  D. 

Contracts  are  business  obligations  which  should  be  performed  in 
letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by 
the  industry. 

RuleE. 

The  industry  recommends  that  truthful  and  accurate  descriptions 
of  the  washability,  colorfastness,  and  shrinkage  properties  of  fabrics 
used  be  attached  to  the  dress  or  frock  or  be  printed  on  the  labels  used 
by  members  of  the  industry  on  such  dresses  or  frocks. 

Promulgated  by  the  Federal  Trade  Commission  December  31,  1937. 


*  Seo  page  VIII  for  headnote-  applicable  to  Group  II  RuIm. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Popular  Priced  Dress  Manufacturing 
Industry,  as  herein  set  forth,  are  promulgated  by  the  Federal  Trade 
Commission  under  its  trade  practice  conference  procedure. 

The  products  of  the  industry  consist  of  so-called  popular  priced 
dresses  tor  juniors,  misses,  and  ladies,  generally  selling  at  wholesale 
for  less  than  $5.  The  dresses  are  made  of  rayon,  cotton,  wool,  silk, 
linen,  or  mixtures  thereof,  not  including,  however,  the  class  of  dresses 
known  as  house  dresses  and  wash  frocks.  The  industry  embraces  all 
manufacturers  of  said  popular  priced  dresses.  The  manufacturers  sell 
and  distribute  such  dresses  throughout  the  country  to  department 
stores,  retail  dress  shops,  jobbers,  wholesalers,  and  other  merchants. 
The  industry  comprises  about  500  manufacturers  with  an  aggregate 
annual  volume  of  sales  said  to  amount  to  about  $135,000,000,  and 
employs  about  60,000  persons. 

In  the  course  of  the  proceedings  a  general  trade  practice  confer- 
ence was  held  upon  application  of  representatives  of  the  industry. 
Thereafter,  public  hearing  in  respect  to  proposed  rules  was  ordered 
by  the  Commission,  upon  notice  to  all  interested  or  affected  parties, 
whereby  copies  of  the  proposed  rules  were  made  available  and  all 
such  parties  were  afforded  opportunity  to  present  to  the  Commission 
their  views  regarding  the  proposed  rules,  including  suggestions  or 
objections,  if  any.  Thereafter,  and  upon  further  consideration  of  the 
entire  matter,  final  Commission  action  was  taken  and  the  rules  in 
the  form  appearing  herein  were  approved  by  the  Commission  as  to 
Group  I  and  in  respect  to  Group  II  were  received  by  the  Commission 
as  expressions  of  the  industry. 

THE  RULES 

GROUP  I* 

Rule  1. 

Wilfully  inducing  or  attempting  to  induce  the  breach  of  existing 
contract  or  contracts  between  competitors  and  their  customers  or  their 
suppliers  by  any  false  or  deceptive  means  whatsoever,  or  wilfully 
interfering  with  or  obstructing  the  performance  of  any  such  contrac- 

*  S««  pas*  VIII  for  headnote  applicable  to  Group  I  Rules. 
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tnal  duties  or  services  by  any  such  means,  with  the  purpose  and 
effect  of  unduly  hampering,  injuring,  or  prejudicing  competitors  in 
their  businesses,  is  an  unfair  trade  practice. 

RciiE  2. 

The  defMnation  of  competitors  by  falsely  imputing  to  them  dishon- 
orable  conduct,  inability  to  perform  contracts,  questionable  credit 
standmg,  or  by  other  false  representations,  or  the  false  disparagement 
11  !5^f  K  ""  ^*^'  •"■  '"«°'^««t«'-e  of  the  products  of  competitors, 
or  of  then-  business  methods,  selling  prices,  values,  credit  terms,  poU- 
cies,  or  services  with  the  tendency,  capacity,  or  effect  of  misleading  or 
deceivmg  purch^ers,  prospective  purchasers,  or  the  consuming  pubUc, 
IS  an  unfair  trade  practice.  puuuc, 

-  Rule  3. 

Making,  or  causing  to  be  made  or  published,  directly  or  indirectly, 
any  false,  untrue,  or  deceptive  statement  or  representation,  by  way  of 
advertisement  or  otherwise,  concerning  the  grade,  qualit;,  quantity 
substance,  character,  nature,  origin,  size,  or  prepamion  of  aSy'ro J 
uct  of  the  industry,  or  in  any  other  material  respect,  with  the  tendenS 
capacity,  or  effect  of  misleading  or  deceiving  pur  hasers.  pZS 
purchasers,  or  the  consuming  pubUc  is  an  unfair  trade  prMtic^ 
B,mx  4. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pnr- 

coZeSorstl "'  T'"'"  ''"P^""^'   •''^"^^'   ^  emba^LTng 
competitors  in  their  businesses,  is  an  unfair  trade  practice. 

Rule  5. 

i^/Uni*"  P  .^^'J^f^^fo^  ««»«'«*'  Refunds,  Discounts,  Cred- 
tts,  and  Other  Price  Differentids.-lt  is  an  unfair  trade  practice  for 
«iy  member  of  the  industry  engaged  in  commerce,'  i  theTourSe  SS 
such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly  ori^df 
rectly,  any  rebate,  refund,  discount,  credit,  or  other  priceSewntiaL 
where  such  rebate,  refund,  discount,  credit,  or  other  price  dSiS 
effecte  a  discrimination  in  price  between  different  purchaser  of  goS^ 
of  like  grade  and  quality  and  where  either  or  any  of  the  purch!^« 

,-.  r. ,         i  ^  ^  ^"^T  «"»»P«««o°  <"•  tend  to  create  a  monopoly 
m  any  Ime  of  commerce"  or  to  injure,  destroy,  or  prevent  competition 

of  lT^-''""'°°  "^^  '''^''  ^'■""'^  °'  '^<'^'»Sly  receives  theCSlt 
*L^„tr^'""""°'''°°  °'  ^''  ''"^*'""^"  "^  ""»«  <"  them:  PrZS, 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 


^  Sm  footnote,  D.  460. 
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for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (b) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept, 
anything  of  value  as  a  commission,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu  thereof,  except  for  services  ren- 
dered in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  mer- 
chandise, either  to  the  other  party  to  such  transaction  or  to  an  agent, 
representative,  or  other  intermediary  therein  where  such  intermediary 
is  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce^  to  pay  or  contract  for  the  payment  of  advertising  or 
promotional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as 
compensation  or  in  consideration  for  any  services  or  facilities  fur- 
nished by  or  through  such  customer  in  connection  with  the  process- 
ing, handling,  sale,  or  offering  for  sale  of  any  products  or  commodi- 
ties manufactured,  sold,  or  offered  for  sale  by  such  member,  unless 
such  payment  or  consideration  is  available  on  proportionally  equal 
terms  to  all  other  customers  competing  in  the  distribution  of  such 
products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 


*  S«e  footnote,  p.  490. 
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fair  trade  practice  for  any  member  of  the  industry  eng:aged  in  com- 
merce^ to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  with- 
out processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  con- 
tributing to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Illegal  Price  Disaimination. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry'  or  other  person  engaged  in  commerce,^ 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  6.  .Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry 
engaged  in  eommoree^  to  discriminate  in  favor  of  one  customer-pur- 
chaser against  another  customer-purchaser  of  dresses,  bought  from 
such  member  of  the  industry  for  resale,  by  contracting  to  furnish 
or  furnishing  in  connection  therewith,  upon  terms  not  accorded  to  all 
customer-purchasers  on  proportionally  equal  terms,  the  service  or  fa- 
cility whereby  such  favored  purchaser  is  accorded  the  privilege  of 
returning  dresses  so  purchased  and  receiving  therefor  credit  or  refund 
of  purchase  price:  Provided,  however,  Nothing  in  any  of  the  rules 
herein  shall  prohibit  or  be  used  to  Jirevent  the  return  of  merchandise 
by  purchaser,  for  credit  or  refund  of  purchase  price,  when  and  because 
such  merchandise  has  not  been  properly  labeled  by  the  seller  as  to 
fiber  content,  or  has  been  otherwise  falsely  or  deceptively  labeled  or 
represented,  or  when  and  because  such  merchandise  is  defective  in 
material,  workmanship,  or  in  any  other  respect  contrary  to  warranty 
or  purchase  contract. 

Rule  7. 

The  practice  of  selling  industry  products  below  the  seller's  cost, 
with  the  intent  and  with  the  effect  of  injuring  a  competitor  and  where 
the  effect  may  be  substantially  to  lessen  competition  or  tend  to  create 
a  monopoly  or  unreasonably  restrain  trade,  is  an  unfair  trade  prac- 
tice; all  elements  recognized  by  good  accounting  practice  as  proper 
elements  of  such  cost  shall  be  included  in  determining  cost  under  this 
rule. 
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Rule  8.  . 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to 
give,  money  or  anything  of  value  to  agents,  employees,  or  representa- 
tives of  customers  or  prospective  customers,  or  to  agents,  employees,  or 
representatives  of  competitors'  customers  or  prospective  customers, 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  inffuence  their  employers  or  principals  to  purchase  or  contract 
to  purchase  industry  products  from  the  maker  of  such  gift  or  offer 
or  to  influence  such  employers  or  principals  to  refrain  from  dealing  or 
*  contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 

Rule  9. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  labels, 
or  brands  of  competitors,  with  the  purpose  or  with  the  tendency  and 
capacity  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  10. 

Securing  information  from  competitors  concerning  their  businesses 
by  false  or  misleading  statements  or  representations  or  by  false  im- 
personation of  one  in  authority  and  the  wrongful  use  thereof  to  un- 
duly hinder  or  stifle  the  competition  of  such  competitors  is  an  unfair 
trade  practice. 

Rule  11. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  on  consignment  or  pretended  con- 
signment for  the  purpose  and  with  the  effect  of  artificially  clogging 
trade  outlets  and  unduly  restricting  competitors'  use  of  said  trade 
outlets  in  getting  their  goods  to  consumers  through  regular  channels 
of  distribution,  or  with  such  purpose  to  entirely  -close  said  trade 
outlets  to  such  competitors  so  as  to  substantially  lessen  competition 
or  tend  to  create  a  monopoly  or  to  unreasonably  restrain  trade: 
Provided,  however,  That  nothing  herein  shall  be  construed  or  used 
as  restricting  or  preventing  consignment  shipping  or  marketing  of 
commodities  in  good  faith  and  without  artificial  interference  with 
competitors'  use  of  the  usual  channels  of  distribution  in  such  manner 
as  thereby  to  suppress  competition  or  restrain  trade. 

Rule  12. 

Withholding  from  or  inserting  in  invoices  any  statements  or  in- 
formation by  reason  of  which  omission  or  insertion  a  false  record 
is  made,  wholly  or  in  part,  of  the  transactions  represented  on  the  face 
of  such  invoices,  with  the  purpose  or  effect  of  thereby  misleading 
or  deceiving  purchasers,,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 
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Rule  A.  Return  of  Merchandise — Expression  of  Industry. 

The  practice,  by  members  of  the  industry,  of  selling  merchandise 
and  later  permitting  the  purchaser  to  return  it  for  credit  or  refund 
of  purchase  price,  without  just  cause,  creates  waste  and  loss,  increases 
the  cost  of  doing  business,  to  the  detriment  of  both  the  industry  and 
the  public,  and  is  condemned  by  the  industry,  subject,  however,  to 
requirements  and  limitations  set  forth  in  the  provisions  of  Rule  6  of 
Group  I,  herein. 

Rule  B. 

,  Contracts  are  business  obligations  which  should  be  performed  in 
letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a  rising 
market  or  by  buyers  on  a  declining  m&rket  is  condemned  by  the 
industry. 

Rule  C. 

In  the  interest  of  consumer  protection,  the  industry  records  itself 
as  favoring,  and  recommends,  the  practice  of  members  making  fair 
and  truthful  disclosure,  in  their  advertisements,  labels,  or  other  avail- 
able means,  of  the  fiber  content  of  their  garments. 

Rlt^  D. 

The  industry  records  its  approval  of  distributing  information  cover- 
ing delinquent  and  slow  accounts  insofar  as  it  may  be  lawfully  done. 

Promulgated  by  the  Federal  Trade  Commission  December  31,  1937. 


*  See  pagre  Vin  for  headnote  applicable  to  Group  I  Rales. 
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STATEMENT  BY  THE  COMIVnSSION 

Trade  practice  rules  for  the  Toilet  Brush  Manufacturing  Industry, 
as  herein  set  forth,  are  promulgated  by  the  Federal  Trade  Commission 
under  its  trade  practice  conference  procedure. 

The  products  of  the  industry  consist  of  toilet  brushes,  including 
clothes,  hair,  hand,  tooth,  bath,  military,  hat,  nail,  manicure,  shampoo, 
and  eyebrow  brushes,  not  including  shaving  or  lather  brushes.  The 
industry  embraces  all  manufacturers  of  such  toilet  brushes.  Such 
manufacturers,  members  of  the  industry,  sell  and  distribute  the 
brushes  throughout  the  United  States  to  dealers  and  other  purchasers. 
The  total  dollar  volume  of  sales  of  toilet  brushes  for  the  year  1935, 
the  most  recent  figures  available,  is  estimated  at  approximately 
$11,000,000,  or  about  35  percent  of  the  total  volume  of  business  for 
that  year  in  brushes  of  all  kinds. 

In  the  course  of  the  proceedings,  proposed  trade  practice  rules,  as 
submitted  by  the  industry  for  the  Commission's  approval,  were  made 
available  to  all  interested  or  affected  parties,  affording  them  oppor- 
tunity to  present  their  views,  suggestions,  or  objections,  if  any,  and 
to  be  heard  in  respect  thereto.  Accordingly,  public  hearings  were  held 
by  the  Commission  for  this  purpose.  Thereafter,  and  upon  further 
consideration  of  the  entire  matter,  final  Commission  action  was  taken 
and  rules,  in  the  form  appearing  herein,  were  approved  and  promul- 
gated by  the  Commission. 

THE  RULES 
GROUP  I* 

Rule  1.  Misbranding. 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry for  the  purpose  or  with  the  tendency,  capacity,  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public  with  respect  to  the  grade,  quality,  quantity,  use, 
size,  material,  content,  origin,  preparation,  manufacture,  or  distribu- 
tion of  such  products,  or  in  any  other  material  respect,  is  an  unfair 
trade  practice. 


*  8m  paK«  Vm  for  headnote  applicable  to  Group  I  Rnlea. 
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Rule  2.   Misrepresentation  or  Concealment  as  to  Foreign  Handles  or 
Blocks. 

(a)  The  passing  off,  selling,  or  offering  for  sale  of  tooth  brushes, 
hair  brushes,  or  other  toilet  brushes  made  from  imported  handles  or 
blocks  on  which  the  identification  mark  of  the  country  of  origin  has 
been  omitted  or  has  been  obliterated  or  concealed  in  the  fabrication  of 
the  finished  article,  which  brushes  have  been  marked,  stamped,  or 
branded  in  such  manner  as  to  mislead  or  deceive  purchasers,  prospec- 
tive purchasers,  or  the  consuming  public  into  the  erroneous  belief  that 
said  brushes  have  been  manufactured  wholly  within  the  United  States, 
or  that  said  brushes  have  been  manufactured  wholly  from  materials 
produced  in  the  United  States,  is  an  unfair  trade  practice. 

(6)  In  the  case  of  tooth  brushes,  hair  brushes,  or  other  4;oilet 
brushes  manufactured  in  the  United  States  with  handles  or  blocks 
made  in  and  imported  from  a  foreign  country,  nothing  in  these  rules 
shall  prohibit  branding  or  marking  the  handles  or  blocks  of  such 
brushes,  or  the  cartons  thereof,  with  the  words  or  letters  **  Brush  Made 
in  U.  S.  A.*'  or  words,  letters,  or  phrases  of  like  import,  provided  such 
mark  or  brand  contain  or  be  immediately  accompanied  by  words, 
letters,  or  phrases  which  are  of  at  least  equal  prominence  and  con- 
spicuousness  and  which  truthfully  and  unequivocally  disclose  the  fact 
that  such  handles  or  blocks  have  been  manufactured  or  produced  in, 
or  imported  from,  the  foreign  country  wherein  such  handles  or  blocks 
have  been  manufactured  or  produced,  such  as,  for  example:  "Handle 
from  England,"  ''Block  from  England,"  ** Handle  from  France," 
** Block  from  France,"  "Handle  from  Japan,"  "Block  from  Japan," 
or  branding  or  marking  with  words  of  like  import. 

Rule  3.  Deceptive  Advertisements  or  DescHptions. 

Making,  or  causing  to  be  made  or  published,  directly  or  indirectly, 
any  false,  untrue,  or  deceptive  statement  or  representation,  by  way 
of  advertisement  or  otherwise,  concerning  the  grade,  quality,  quan- 
tity, use,  size,  material,  content,  origin,  preparation,  manufacture,  or 
distribution  of  any  product  of  the  industry,  or  in  any  other  material 
respect,  with  the  tendency,  capacity,  or  effect  of  misleading  or  deceiv- 
ing purchasers,  prospective  purchasers,  or  the  consuming  public,  is 
an  unfair  trade  practice. 

Rule  4.  Misrepresentation  as  to  Bristles. 

The  false  marking,  branding,  or  labeling  of  tooth  brushes,  hair 
brushes,  or  other  toilet  brushes  with  the  words  "bristle"  or  "pure 
bristle"  when  such  brushes  are  made  in  whole  or  in  part  of  horse 
hair,  fiber,  or  other  adulterant  and  such  fact  is  not  disclosed,  or  the 
making  of  any  false  representations  with  respect  to  the  terms  "bristle" 


or  "pure  bristle,"  through  advertising  or  otherwise,  with  the  tendency, 
capacity,  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming:  public,  is  an  unfair  trade  practice. 

Rule  5.    Misrepresentation  as  to  Kind  of  Wood  in  Handle  or  Back. 

The  false  markinpr,  branding,  labeling,  or  advertising  of  the  handles 
or  backs  of  tooth  brushes,  hair  brushes,  or  other  toilet  brushes  as  con- 
taining or  being  composed  of  ebony,  satinwood,  or  other  costly  wood 
or  woods,  when  the  handles  or  backs  of  such  brushes  are  made  from 
an  imitation  of  the  above  wood  or  woods  and  such  fact  is  not  disclosed, 
with  the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  pur- 
chasers, prospective  purchasers,  or  the  consuming  public,  is  an  unfair 
trade  practice. 

Promulgated  by  the  Federal  Trade  Commission  December  31,  1937. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Metal  Clad  Door  and  Accessories  Manu- 
facturing Industry,  as  herein  set  forth,  are  promulgated  by  the  Fed- 
eral Trade  Commission  under  its  trade  practice  conference  procedure. 

The  members  of  the  industry  are  engaged  in  the  manufacture,  sale, 
and  installation  of  metal-covered  doors  used  chiefly  in  commercial 
buildings  for  fire-protection  purposes.  They  also  manufacture  metal 
clad  door  frames  and  other  accessories. 

The  total  capital  invested  in  the  industry  is  estimated  at  $2,000,000, 
and  the  annual  sales  volume  at  between  $8,000,000  and  $10,000,000. 

In  th^  course  of  the  proceedings  a  general  trade  practice  conference 
was  held  upon  application  of  representatives  of  the  industry  on  Octo- 
ber 5,  1937.  Thereafter,  public  hearing  in  respect  to  proposed  rules 
was  ordered  by  the  Commission,  upon  notice  to  all  interested  or 
affected  parties,  whereby  copies  of  the  proposed  rules  were  made  avail- 
able and  all  such  parties  were  afforded  opportunity  to  present  to  the 
-Commission  their  views  in  respect  to  the  proposed  rules,  including 
suggestions  or  objections,  if  any.  Thereafter,  and  upon  further  con- 
sideration  of  the  entire  matter,  final  action  was  taken  and  the  rules 
in  the  form  appearing  herein  were  approved  by  the  Commission  as  to 
Group  I  and  in  respect  to  Group  II  were  received  by  the  Commission 
as  expressions  of  the  industry. 

* 

THE  RULES 

GROUP  I* 

Rule  1. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to  give, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  industry  products  from  the  maker  of  such  gift  or  offer  or 


•  Sm  page  Vin  for  headnoU  applicable  to  Group  I  Ra]«. 
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to  influence  such  employers  or  principals  to  refrain  from  dealing 
or  contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 

Rule  2. 

Wilfully  inducing  or  attempting  to  induce  the  breach  of  an  existing 
contract  or  contracts  between  competitors  and  their  customers  or  their 
suppliers  by  any  false  or  deceptive  means  whatsoever,  or  wilfully 
interfering  with  or  obstructing  the  performance  of  any  such  contract- 
ual duties  or  services  by  any  such  means,  with  the  purpose  and  effect 
of  unduly  hampering,  injuring,  or  prejudicing  competitors  in  their 
businesses,  is  an  unfair  trade  practice. 

Rule  3. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  embarrassing  com- 
petitors in  their  businesses,  is  an  unfair  trade  practice. 

Rule  4. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
make  or  publish  or  cause  to  be  made  or  published,  directly  or  indi- 
rectly, any  false,  misleading,  or  deceptive  statement  or  representation, 
by  way  of  advertisement,  guarantee,  warranty,  adjustment  policy,  or 
otherwise,  concerning  the  grade,  quality,  quantity,  substance,  use, 
character,  nature,  origin,  size,  manufacture,  or  distribution  of  any 
product  of  the  industry,  or  concerning  the  life  or  service  of  such 
product,  or  in  any  other  material  respect. 

Rule  5. 

The  false  or  deceptive  marking  or  branding  of  products  of  the 
industry,  with  the  tendency,  capacity,  or  effect  of  misleading  or  de- 
ceiving purchasers,  prospective  purchasers,  or  the  consuming  public 
with  respect  to  the  grade,  quality,  quantity,  use,  size,  material,  content, 
origin,  preparation,  manufacture,  or  distribution  of  such  products, 
or  in  any  other  material  respect,  is  an  unfair  trade  practice. 

Rule  6. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms, 
policies,  or  services,  with  the  tendency,  capacity,  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 
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Rule  7. 

(a)  Prohibited  DiscHminatory  Rebates,  Refunds,  Discounts,  Cred- 
its, and  Other  Price  Differentials. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  engaged  in  commerce,^  in  the  course  of  such 
commerce,  to  grant  or  allow,  secretly  ot  openly,  directly  or  indirectly, 
any  rebates,  refunds,  discounts,  credits,  or  other  price  differentials, 
where  such  rebates,  refunds,  discounts,  credits,  or  other  price  differen- 
tials effect  a  discrimination  in  price  between  different  purchasers  of 
goods  of  like  grade  and  quality  and  where  either  or  any  of  the  pur- 
chases involved  therein  are  in  commerce^  and  where  the  effect  thereof 
may  be  substantially  to  lessen  competition  or  tend  to  create  a  monopoly 
in  any  line  of  commerce^  or  to  injure,  destroy,  or  prevent  competition 
with  any  person  who  either  grants  or  knowingly  receives  the  benefit 
of  such  discrimination  or  with  customers  of  either  of  them :  Provided, 
however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(&)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept, 
anything  of  value  as  a  commission,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu  thereof,  except  for  services  ren- 
dered in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  mer- 
chandise, either  to  the  other  party  to  such  transaction  or  to  an  agent, 
representative,  or  other  intermediary  therein  where  such  intermediary 


^  See  footnote,  p.  460. 


i^  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce^  to  pay  or  contract  for  the  payment  of  advertising  or 
promotional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as 
compensation  or  in  consideration  for  any  services  or  facilities  fur- 
nished by  or  through  such  customer  in  connection  with  the  process- 
ing, handling,  sale,  or  offering  for  sale  of  any  products  or  commodi- 
ties manufactured,  sold,  or  offered  for  sale  by  such  member,  unless 
such  payment  or  consideration  is  available  on  proportionally  equal 
terms  to  all  other  customers  competing  in  the  distribution  of  such 
•products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair  trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^ to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  with- 
out processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  con- 
tributing to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Illegal  Price  Discrimitiation. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,^ 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  Ji^ne  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  8. 

The  practice  of  selling  goods  below  the  seller's  cost,  with  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  where  the  effect  may 
be  to  substantially  lessen  competition  or  tend  to  create  a  monopoly 
or  unreasonably  restrain  trade,  is  an  unfair  trade  practice;  all  ele- 
ments recognized  by  good  accounting  practice  as  proper  elements  of 
such  cost  shall  be  included  in  determining  cost  under  this  rule. 
Rule  9. 

Representing,  through  advertising  or  otherwise,  that  any  products 
of  the  industry  conform  to  a  standard  recognized  in  or  applicable  to 
the  industry  when  such  is  not  the  fact,  with  the  tendency,  capacity, 

*  See  footnote,  p.  460. 
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or  effect  of  misleading  or  deceiving  purchasers,  prospective  purchaaers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 

Bulb  10. 

The  sale  or  offering  for  sale  of  any  product  of  the  industry  by  any 
false  or  deceptive  means  or  device  which  has  the  tendency,  capacity, 
or  effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public  as  to  the  grade,  quality,  quantity,  substance, 
use,  character,  nature,  origin,  size,  or  preparation  of  such  product, 
or  in  any  other  material  respect,  is  an  unfair  trade  practice. 

Rule  11. 

The  practice  of  using  or  substituting  any  product  of  the  industry 
inferior  in  grade  or  quality  to,  less  in  quantity  than,  op  of  a  different 
designer  type  from,  that  specified  by  the  purchaser,  without  the 
consent  of  said  purchaser  to  such  use  or  substitution  and  with  the 
tendency,  capacity,  or  effect  of  misleading  or  deceiving  purchasers, 
prospective  purchasers,  or  the  consuming  public,  is  an  unfair  trade 
practice. 

GROUP  n* 

Rule  A. 

Contracts  are  business  obligations  which  should  be  performed  in 
letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a  rising 
market  or  by  buyers  on  a  declining  market  is  condemned  by  the 
industry. 

RuiiE  B. 

The  industiy  condemns  fake  or  fictitious  bids  made  for  the  purpose 
of  deceiving  competitors  and  securing  undue  advantage.  If  plans 
and  specifications  are  changed  and  new  bids  called  for  after  the 
original  bids  have  been  submitted  and  opened,  the  same  fairness 
should  obtain  as  with  the  original  bid. 

Rule  C. 

In  cases  of  competitive  bidding,  the  practice  of  receiving  or  making 
so-called  ** blind  bids,''  which  discount  the  lowest  competitive  bid 
regardless  of  the  amount,  tends  to  destroy  competitive  bidding,  and 
is  condemned  by  the  industry. 

Promulgated  by  the  Federal  Trade  Commission  January  20,  1938. 


•  See  page  VIII  for  he«dnote  applicable  to  Gnmp  II  Hnlca. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Wholesale  Jewelry  Industry,  as  herein 
set  forth,  are  promulgated  by  the  Federal  Trade  Commission  under 
its  trade  practice  conference  procedure. 

The  application  for  approval  by  the  Commission  of  trade  practice 
rules  for  this  industry  was  made  by  the  National  Wholesale  Jewelers' 
Association,  which  is  said  to  represent  over  70  percent  of  the  industry 
in  point  of  annual  sales  volume. 

The  members  of  the  industry  are  engaged  in  wholesaling  various 
types  of  jewelry.  Their  annual  sales  volume  is  estimated  at  about 
$200,000,000,  and  their  capital  investment  at  approximately  $90,- 
000,000.  The  industry,  it  is  said,  employs  between  3,500  and  4,000 
persons. 

In  the  course  of  the  proceedings,  rules  as  proposed  for  the  industry, 
with  certain  modifications,  were  tentatively  acted  upon  by  the  Com- 
mission and  made  available  to  all  interested  or  affected  parties,  afford- 
ing them  opportunity  to  present  their  views,  suggestions,  or  objections, 
if  any,  and  to  be  heard  in  respect  thereto.  Accordingly,  public  hearings 
were  held  by  the  Commission  for  this  purpose.  Thereafter,  and  upon 
further  consideration  of  the  entire  matter,  final  Commission  action 
was  taken  and  rules,  in  the  form  appearing  herein,  were  approved  and 
promulgated  by  the  Commission. 

These  rules  supersede  the  trade  practice  rules  promulgated  by  the 
Commission  for  the  Jewelry  Industry  under  date  of  July  10,  1931. 

THE  RULES 

GROUP  I* 

Rule  1.  Failure  to  Disclose  that  Watch  is  Rebuilt  or  Secondhand. 

(a)  Selling,  offering  for  sale,  advertising,  branding,  labeling,  or 
otherwise  describing  any  watch  as  rebuilt  when  such  watch  has' not 
in  fact  been  rebuilt  at  a  watch  factory  or  other  place  properly  equipped 
and  used  for  this  purpose,  with  the  tendency  and  capacity  or  effect 
of  misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public,  is  an  unfair  trade  practice. 


•  Sm  paff«  Vin  for  headnote  applicable  to  Group  I  Rules. 
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(6)  In  the  sale  or  offering  for  sale  of  rebuilt  or  secondhand  watches 
or  watches  containing  rebuilt  or  secondhand  movements,  the  failure 
to  attach  a  tag  to  each  such  watch  at  the-time  of  sale  and  delivery  stat- 
ing that  the  watch  is  rebuilt  or  secondhand  is  an  unfair  trade  practice. 

Rule  2.  Mi<iuse  of  Word  ** Perfect''  in  Describing  Gem  Stones. 

It  is  an  unfair  trade  practice  to  use  the  word  "perfect/*  or  any  other 
word,  expression,  or  representation  of  similar  import,  as  descriptive 
of  any  diamond,  ruby,  sapphire,  emerald,  or  other  gem  stone  which 
discloses  flaws,  cracks,  carbon  spots,  clouds,  or  other  blemishes  or  im- 
perfections of  any  sort  when  examined  by  a  trained  eye  under  a  diamond 
eye  loupe  or  other  magnifier  of  not  less  than  ten  power,  with  the  tend- 
ency and  capacity  or  effect  of  misleading  or  deceiving  purchasers, 
prospective  purchasers,  or  the  consuming  public. 

Rule  3.  Mimse  of  terms  "Perfect  Cut/*  ''Perfectly  Cut/'  ''Eye  Per- 
feet/'  "Canimerciany  White/'  "Commercially  Perfect/'  etc. 

It  is  an  unfair  trade  practice  to  use  the  terms  "perfect  cut,'*  " per- 
fectly cut,''  "eye  perfect,"  "commercially  perfect,'/  or  "commercially 
white,"  or  any  other  terms,  expressions,  or  representations  of  similar 
import,  in  advertising,  labeling,  representing,  or  describing  any  dia- 
mond, when  such  terms  are  so  used  for  the  purpose  or  with  the  capacity 
and  tendency  or  effect  of  misleading  or  deceiving  purchasers,  prospec- 
tive purchasers,  or  the  consuming  public. 

Rule  4.  Misuse    of    Words   "Pearl/'   "Diamond/'   "Ruby/'   "8ap^ 
phire/'  "Emerald/'  "Topaz/'  etc. 

It  is  an  unfair  trade  practice  to  use  the  word  "pearl,"  or  the  word 
"diamond,"  "ruby,"  "sapphire,"  "emerald,"  "topaz,"  or  the  name 
of  any  gem  stone,  in  such  manner  as  to  mislead  or  deceive  purchasers, 
prospective  purchasers,  or  the  consuming  public  into  the  erroneous 
belief  that  the  product  is  a  genuine  pearl,  diamond,  ruby,  sapphire, 
emerald,  topaz,  or  other  gem  stone. 

Definitions: 

Pearls. — Pearls  are  lustrous  concretions,  consisting  essentially  of  alter- 
nating concentric  layers  of  carbonate  of  lime  and  organic  material  found 
in  the  shells  of  certain  moUusks,  the  result  of  an  abnormal  secretory  proc- 
cess  caused  by  an  irritation  of  the  mantle  of  the  mollusk  consequent  on 
the  natural  intrusion  into  the  shell  of  some  foreign  body.  , 

Diamond.— A  mineral  consisting  essentially  of  pure  carbon  crystallized 
in  the  isometric  system,  either  colorless  or  colored.  Its  hardness  is  10 
and  its  specific  gravity  approximately  3.52. 

Ruby. — The  name  "ruby"  is  given  to  the  transparent  to  translucent  va- 
riety of  the  mineral  corundum.  Its  color  is  red  with  only  limited  traces 
of  other  tints  or  hues.  The  color  is  due  to  the  presence  of  minute  quan- 
tities of  metallic  oxides  in  the  alumina.    Its  hardness  is  about  9  and  its 
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specific  gravity  varies  from  3.94  to  4.10.  The  variety  of  ruby  which 
exhibits  a  six-rayed  star  is  known  as  the  "Star  Ruby." 

Sapphire. — The  name  "sapphire"  is  given  to  the  transparent  to  trans- 
lucent blue,  yellow,  green,  orange,  purple,  pink,  or  other  colored  or  color- 
less varieties  of  the  mineral  corundum,  except  red,  or  red  with  only 
limited  traces  of  other  tints  or  hues.  The  color  is  due  to  the  presence  of 
minute  quantities  of  metallic  oxides  in  the  alumina.  Its  hardness  is  about 
9  and  its  specific  gravity  varies  from  3.94  to  4.10.  The  translucent  variety 
of  corundum  of  any  of  these  colors  which  exhibits  a  six-rayed  star  is 
known  as  the  "Star  Sapphire." 

Emerald. — A  deep  green  to  light  grass  green  transparent  to  translucent 
variety  of  the  mineral  beryl  which  crystallized  in  the  hexagonal  system. 
Its  color  is  due  to  the  presence  of  chromium.  Its  hardness  ranges  from 
7%  to  8,  and  its  specific  gravity  from  2.67  to  2.75.  The  still  lighter  green 
varieties  of  beryl  are  correctly  known  as  either  green  beryl  or  aquamarine 
and  should  not  be  confused  with  emerald. 

Topaz. — A  mineral  consisting  essentially  of  aluminum  fluosilicate  crys- 
tallized in  the  orthorhombic  system.  Its  characteristic  color  is  yellow, 
varying  from  canary  to  deep  orange,  but  it  is  also  white,  greenish,  bluish, 
pink,  rose,  red,  etc.  Its  hardness  is  8  and  its  specific  gravity  varies  from 
about  3.4  to  3.6.  This  mineral,  known  in  the  trade  as  precious  topaz, 
should  not  be  confused  with  a  yellow  to  brown  variety  of  quartz  (silica) 
generally  known  as  topaz  quartz,  citrine  quartz,  or  citrine. 

Rule  5.    Misuse  of  Words  "Real/'  "Genuine/'  "Natural/'  etc. 

0 

It  is  an  unfair  trade  practice  to  use  the  word  "real,"  "genuine,"  or 
"natural,"  or  any  other  word,  expression,  or  representation  of  similar 
import,  in  any  way  as  descriptive  of  any  article  or  articles  which  are 
manufactured  or  produced  synthetically  or  artificially,  or  which  are 
artificially  cultured  or  cultivated,  or  which  are  a  simulation  or  imita- 
tion of  or  substitute  for  any  precious  or  semi-precious  stones,  or  pearls, 
with  the  tendency  and  capacity  or  effect  of  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public. 

Rule  6.  Misuse  of  Terms  "Blue  White/*  etc. 

(a)  It  is  an  unfair  trade  practice  to  use  the  term  "blue  white,"  or 
any  other  term,  expression,  or  representation  of  similar  import,  as 
descriptive  of  any  diamond  which  shows  any  color  jor  any  trace  of 
any  color  other  than  blue  or  bluish,  with  the  tendency  and  capacity 
or  effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public. 

(6)  The  practice  of  tinting  a  diamond  a  bluish  white  or  any  other 
color  for  the  purpose  or  with  the  tendency  and  capacity  or  effect  of 
thereby  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public  as  to  the  natural  color,  tint,  or  condition  of 
such  diamond,  is  an  unfair  trade  practice. 

Rule  7.  Misrepresentation  as  to  Character  of  Business. 

Representing,  in  connection  with  the  sale  or  distribution  of  any 
article  or  product  of  the  industry,  that  the  seller  or  distributor  is  a 
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manufacturer,  wholesaler,  or  importer  of  said  article  or  product  of  the 
industry  when  such  is  not  true  in  fact,  or  when  such  concern  is  not 
engaged  in  the  manufacturing,  wholesaling,  or  importing  business,  la 
an  unfair  trade  practice. 

Rule  8.  Misrepresentation  of  Products. 

Making,  or  causing  to  be  made  or  published,  any  false,  misleading, 
or  deceptive  statement  or  representation,  by  way  of  advertisement  or 
otherwise,  concerning  the  grade,  quality,  quantity,  use,  size,  material, 
content,  origin,  nature,  substance,  preparation,  manufacture,  or  dis- 
tribution of  any  industry  products,  or  in  any  other  material  respect, 
is  an  unfair  trade  practice. 

Rule  9.  Misbranding, 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry with  respect  to  the  grade,  quality,  quantity,  use,  size,  material, 
content,  origin,  nature,,  substance,  preparation,  manufacture,  or  dis- 
tribution of  such  products,  or  in  any  other  material  respect,  is  an  un- 
fair trade  practice. 

Rule  10.  Fictitious  Price  Tags, 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  di- 
rectly or  indirectly,  to  use,  or  to  supply  to  dealers,  or  to  aid  or  assist 
in  the  use  of,  price  tags  which  are  knowingly  false;  fictitious,  or  exag- 
gerated, or  which  such  member  has  reason  to  believe  are  intended  to 
be  used  or  will  be  used  by  dealers  or  salesmen  for  the  purpose  of  mis- 
leading or  deceiving  purchasers,  prospective  purchasers,  or  the  con- 
suming public  in  respect  to  price,  value,  or  in  any  other  material 
respect. 

Rule  11.  Misuse  of  Term  '* Synthetic," 

Applying  the  term  ** synthetic"  to  gem  stones  other  than  those  pro- 
duced by  artificial  means  and  having  essentially  the  same  physical, 
chemical,  and  optical  properties  as  the  genuine  or  natural  gem  stones 
which  such  synthetic  products  simulate,  with  the  tendency  and  capacity 
or  effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  12.  False  Invoicing, 

Withholding  from  or  inserting  in  invoices  any  statements  or  informa- 
tion by  reason  of  which  omission  or  insertion  a  false  record  is  made, 
wholly  or  in  part,  of  the  transactions  represented  on  the  face  of  such 
invoices,  with  the  purpose  or  effect  of  thereby  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public,  is  an  un- 
fair trade  practice. 

Rule  13. 

(a)  Prohilited  Discriminatory  Rebates,  Refunds,  DiscountSf  Cred- 
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its,  and  Other  Price  Differentials, — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  engaged  in  commerce,^  in  the  course  of 
such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly  or  indi- 
rectly, any  rebate,  refund,  discount,  credit,  or  other  price  differential, 
where  such  rebate,  refund,  discount,  credit,  or  other  price  differential 
effects  a  discrimination  in  price  between  different  purchasers  of  goods 
of  like  grade  and  quality  and  where  either  or  any  of  the  purchases 
involved  therein  are  in  commerce^  and  where  the  effect  thereof  may 
be  substantially  to  lessen  competition  or  tend  to  create  a  monopoly 
in  any  line  of  commerce^  or  to  injure,  destroy,  or  prevent  competition 
with  any  person  who  either  grants  or  knowingly  receives  the  benefit 
of  such  discrimination  or  with  customers  of  either  of  them :  Providedj 
however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  ovm  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (b) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(5)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept, 
anything  of  value  as  a  commission,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu  thereof,  except  for  services  ren- 
dered in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  mer- 
chandise, either  to  the  other  party  to  such  transaction  or  to  an  agent, 
representative,  or  other  intermediary  therein  where  such  intermediary 
is  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 


*  8«e  footnote,  p.  460. 
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(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce^  to  pay  or  contract  for  the  payment  of  advertising  or 
promotional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as 
compensation  or  in  consideration  for  any  services  o^  facilities  fur- 
nished by  or  through  such  customef  in  connection  with  the  process- 
ing, handling,  sale,  or  offering  for  sale  of  any  products  or  commodi- 
ties manufactured,  sold,  or  offered  for  sale  by  such  member,  unless 
such  payment  or  consideration  is  available  on  p^joportionally  equal 
terms  to  all  other  customers  competing  in  the  distribution  of  such 
products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^ to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  with- 
out processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  con- 
tributing to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Illegal  Price  Discrimination. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,^ 
in  the  coui-se  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Promulgated  by  the  Federal  Trade  Commission  March  18,  1938. 


^  See  footnote,  p.  460. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Carbon  Dioxide  Manufacturing  Indus- 
try, as  herein  set  forth,  are  promulgated  by  the  Federal  Trade  Com- 
mission under  its  trade  practice  conference  procedure. 

In  the  course  of  the  proceedings  a  general  trade  practice  conference 
for  the  industry  was  held.  Thereafter  the  proposed  rules  were  made 
available  upon  public  notice  to  all  interested  or  affected  parties,  afford- 
ing them  opportunity  to  present  their  views  to  the  Commission,  includ- 
ing suggestions  or  objections,  if  any.  Upon  further  consideration  of 
the  entire  matter,  final  Commission  action  was  taken  and  the  rules 
in  the  form  appearing  herein  were  approved  by  the  Commission  as  to 
Group  I,  and  in  respect  to  Group  II  were  received  by  the  Commission 
as  expressions  of  the  industry. 

The  products  of  the  industry  consist  of  carbon  dioxide  in  its  several 
forms  and  uses.  When  produced  for  sale  as  liquid  carbon  dioxide  it  is 
stored,  sold,  and  distributed  under  pressure  in  steel  cylinders,  which 
when  empty  are  returned  by  the  consumer  of  the  product  to  the  pro- 
ducer or  distributor  for  refilling.  Solid  carbon  dioxide,  known  as  dry 
ice,  is  marketed  for  use  as  a  refrigerant  and  also  for  use  in  converters 
or  liquefiers  as  a  carbonating  agent.  Both  the  liquid  and  the  solid 
carbon  dioxide  when  used  for  carbonating  purposes  are  utilized  in  the 
form  of  carbonic  gas. 

The  rules  as  promulgated  cover  the  sale  and  distribution  of  carbon 
dioxide  in  all  its  forms,  and  regardless  of  the  uses  to  which  it  is  or 
may  be  put. 

Manufacturers,  members  of  the  industry,  sell  and  distribute  such 
carbon  dioxide  products  throughout  various  parts  of  the  country  to 
wholesale  and  retail  dealers,  bottlers,  ice  cream  manufacturers,  bever- 
age dispensers,  and  others.  Total  invested  capital  of  the  manufacturers 
approximates  $25,000,000,  and  their  annual  sales  about  $10,000,000. 

THE  RULES 

GROUP  I* 

Rule  1. 

Wilfully  inducing  or  attempting  to  induce,  by  any  false  or  decep- 


•  See  pace  VIII  for  headnote  applicable  to  Group  I  Rulei. 
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tive  means  whatsoever,  the  breach  of  any  lawful  contract  or  contracts 
existing  between  competitors  and  their  customers  or  their  suppliers,  or 
wilfully  interfering  with  or  obstructing  the  performance  of  any  such 
contractual  duties  or  services  by  any  such  means,  with  the  purpose 
and  effect  of  unduly  hampering,  injuring,  or  prejudicing  competitors 
in  their  businesses,  is  an  unfair  trade  practice. 

Rule  2. 

Securing  information  from  competitors  concerning  their  businesses 
by  false  or  misleading  statements  or  representations  or  by  false  im- 
personation of  one  in  authority  and  the  wrongful  use  thereof  to  unduly 
hinder  or  stifle  the  competition  of  such  competitors  is  an  unfair  trade 
practice. 


Rule  3. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishon- 
orable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  or  conditions  of  employment,  with  the  tendency,  capacity, 
or  effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  4. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  by 
means  of  any  monopolistic  practices  or  through  combination,  con- 
spiracy, coercion,  boycott,  threats,  or  any  other  unlawful  means,  di- 
rectly or  indirectly,  to  interfere  with  a  competitor's  right  to  purchase 
his  products  and  supplies  from  whomsoever  he  chooses,  or  to  sell  the 
same  to  whomsoever  he  chooses. 

Rule  5. 

The  practice  of  imitating  or  causing  to  be  imitated,  or  directly  or 
indirectly  promoting  the  imitation  of,  the  trade-marks,  trade  names, 
or  other  exclusively  owned  symbols  or  marks  of  identification  of 
competitors,  having  the  capacity,  tendency,  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 

Rule  6. 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry, with  respect  to  the  grade,  quality,  quantity,  use,  size,  material, 
content,  origin,  preparation,  manufacture,  or  distribution  of  such 
products,  or  in  any  other  material  respoet,  is  an  unfair  trade  practice. 
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Rule  7. 

The  unauthorized  use  of  the  carbon  dioxide  containers  of  a  com- 
petitor  with  the  purpose  and  effect  of  thereby  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public,  or  with 
the  purpose  and  effect  of  unduly  hampering,  injuring,  or  prejudicing 
such  competitor  in  his  business,  is  an  unfair  trade  practice. 

(NOTE.--OwIng  to  the  responsibility  of  the  owners  of  containers  involv- 
tog  compliance  with  Interstate  Commerce  Commission  Specifications  3  or 
S-A  requiring  periodic  testing  of  such  containers,  the  industry  recom- 
mends that  containers  which  bear  a  competitor's  identification  marks 
should  not  be  used  without  owner's  permission  evidenced  by  bill  of  sale, 
lease,  or  other  instrument,  in  writing.) 

Rule  8. 

Making,  or  causing  to  be  made  or  published,  any  false,  misleading, 
or  deceptive  statement  or  representation,  by  way  of  advertisement  or 
otherwise,  concerning  the  grade,  quality,  quantity,  substance,  char- 
acter,  use,  size,  material,  content,  nature,  origin,  preparation,  manu- 
facture, or  distribution  of  any  industry  product,  or  in  any  other 
material  respect,  is  an  unfair  trade  practice. 

Rule  9. 

(a)  Prohibited  Discriminatory  Rebates,  Refunds,  Discounts,  Cred- 
Its,  and  Other  Price  Differenti<jls.— It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  engaged  in  commerce,^  in  the  course  of 
such  commerce,  to  grant  or  allow,  secretly  or  openly,  directly  or  indi- 
rectly,  any  rebate,  refund,  discount,  credit,  or  other  price  differential 
where  such  rebate,  refund,  discount,  credit,  or  other  price  differential 
effects  a  discrimination  in  price  between  different  purchasers  of  goods 
of  like  grade  and  quality  and  where  either  or  any  of  the  purchases 
involved  therein  are  in  commerce^  and  where  the  effect  thereof  may 
be  substantially  to  lessen  competition  or  tend  to  create  a  monopoly 
m  any  line  of  commerce^  or  to  injure,  destroy,  or  prevent  competition 
mth  Miy  person  who  either  grants  or 'knowingly  receives  the  benefit 
of  such  discrimination  or  with  customers  of  either  of  them :  Provided 
however —  ' 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction  of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered; 


»  Ste  footnote,  p.  4M. 
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(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (h) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept, 
anything  of  value  as  a  commission,  brokerage,  or  other  compensation, 
or  any  allowance  or  discount  in  lieu  thereof,  except  for  services  ren- 
dered in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  mer- 
chandise, either  to  the  other  party  to  such  transaction  or  to  an  agent, 
representative,  or  other  intermediary  therein  where  such  intermediary 
is  acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce^  to  pay  or  contract  for  the  payment  of  advertising  or 
promotional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as 
compensation  or  in  consideration  for  any  services  or  facilities  fur- 
nished by  or  through  such  customer  in  connection  with  the  process- 
ing, handling,  sale,  or  offering  for  sale  of  any  products  or  commodi- 
ties manufactured,  sold,  or  offered  for  sale  by  such  member,  unless 
such  payment  or  consideration  is  available  on  proportionally  equal 
terms  to  all  other  customers  competing  in  the  distribution  of  such 
products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^ to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  with- 
out processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  con- 
tributing to  the  fuijiishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 


^  S««  footnote,  p.  460. 
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(e)  Illegal  Price  Discrimination.— It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,^ 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 
Rule  10. 

The  sale  or  offering  for  sale  of  any  product  of  the  industry  by  any 
false  or  deceptive  means  or  device  which  has  the  tendency  and  capacity 
or  effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public  as  to  the  quality,  quantity,  substance,  or  size 
of  such  product,  or  in  any  other  material  respect,  is  an  unfair  trade 
practice. 

Rule  11. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  on  consignment  or  pretended  con- 
signment for  the  purpose  and  with  the  effect  of  artificially  clogging 
trade  outlets  and  unduly  restricting  competitors'  use  of  said  trade 
outlets  in  getting  their  goods  to  consumers  through  regular  channels 
of  distribution,  or  with  such  purpose  to  entirely  close  said  trade 
outlets  to  such  competitors  so  as  to  substantially  lessen  competition 
or  tend  to  create  a  monopoly  or  to  unreasonably  restrain  trade :  Pro- 
vided, however,  That  nothing  herein  shall  be  construed  or  used  as  re- 
stricting  or  preventing  consignment  shipping  or  marketing  of  com- 
modities in  good  faith  and  without  artificial  interference  with  com- 
petitors'  use  of  the  usual  channels  of  distribution  in  such  manner  as 
thereby  to  suppress  competition  or  restrain  trade. 
Rule  12. 

The  use  of  the  word  ''free"  where  not  properly  or  fairly  qualified 
when  the  article  is  in  fact  not  free,  with  the  tendency  or  capacity  to 
mislead  or  deceive  purchasers,  prospective  purchasers,  or  the  consum- 
ing public,  is  an  unfair  trade  practice. 

Rule  13. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to 
give,  money  or  anything  of  value  to  agents,  employees,  or  representa- 
tives of  customers  or  prospective  customers,  or  to  agents,  employees, 
or  representatives  of  competitors'  customers  or  prospective  customers,' 
without. the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  influence  their  employers  or  principals  to  purchase  or  contract 
to  purchase  industry  produets  from  the  maker  of  such  gift  or  offer 


*  See  footnote,  p.  460. 
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or  to  influence  such  employers  or  principals  to  refrain  from  dealing 
or  contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 

Rule  14. 

The  offering  or  giving  of  prizes,  premiums,  or  gifts  in  connection 
with  the  sale  of  products,  or  as  an  inducement  thereto,  by  any  scheme 
which  involves  lottery,  misrepresentation,  or  fraud,  is  an  unfair  trade 
practice. 

Rule  15. 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as 
a  prerequisite  to  the  purchase  of  one  or  more  other  products,  where 
the  effect  may  be  to  substantially  lessen  competition  or  tend  to  create 
a  monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade 
practice. 

■Rule  16. 

Withholding  from  or  inserting  in  invoices,  bills  of  lading,  delivery 
receipts,  or  other  documents  of  title  any  statements  or  information  by 
reason  of  which  omission  or  insertion  a  false  record  is  made,  wholly 
or  in  part,  of  the  transactions  represented  on  the  face  of  such  invoices, 
bills  of  lading,  delivery  receipts,  or  other  documents  of  title,  with  the 
purpose  or  effect  of  thereby  misleading  or  deceiving  purchasers,  pros- 
pective purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  17. 

The  practice  of  selling  goods  below  the  seller  *s  cost,  with  the  intent 
and  with  the  effect  of  injuring  a  competitor  and  where  the  effect  may 
be  to  substantially  lessen  competition  or  tend  to  create  a  monopoly 
or  unreasonably  restrain  trade,  is  an  unfair  trade  practice ;  all  elements 
recognized  by  good  accounting  practice  as  proper  elements  of  such  cost 
shall  be  included  in  determining  cost  under  this  rule. 

Rule  18. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  partnership, 
corporation,  or  association  to  enter  into  or  take  part  in,  directly  or 
indirectly,  any  agreement,  understanding,  combination,  or  conspiracy 
with  one  or  more  persons,  firms,  partnerships,  corporations,  'Or  asso- 
ciations to  fix,  maintain,  or  enhance  prices,  or  to  suppress  competition 
in  respect  of  any  product  or  products  of  the  industry  or  other  prod- 
ucts, or  to  fix,  maintain,  or  enhance  prices  or  suppress  competition  by 
any  other  unlawful  means. 

Rule  19. 

For  any  member  of  the  industry  knowingly  to  aid  or  abet  another 
member,  or  any  other  person,  firm,  or  corporation,  in  the  use  of  unfair 
trade  practices  is  an  unfair  trade  practice. 
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GROUP  U* 

Rule  A. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good  will, 
and  every  effort  should  be  made  by  the  disputants  themselves  to  com- 
pose their  differences.  If  unable  to  do  so  they  should,  if  possible, 
submit  these  disputes  to  arbitration. 

Rule  B. 

Contracts  are  business  obligations  which  should  be  performed  in 
letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by 
the  industry. 

Rule  C. 

The  practice,  by  members  of  the  industry,  of  selling  merchandise 
and  later  permitting  the  purchaser  to  return  it  for  credit  or  refund  of 
purchase  price,  without  good  reason,  creates  waste  and  loss,  increases 
the  cost  of  doing  business,  to  the  detriment  of  both  the  industry  and 
the  public,  and  is  condemned  by  the  industry. 

Rule  D. 

Where  products  of  the  industry  are  sold  at  wholesale  and  retail  in 
the  same  establishment,  the  failure  on  the  part  of  such  member  cor- 
rectly to  differentiate  between  or  identify  the  two  types  of  transactions, 
where  the  result  may  be  to  create  confusion  and  deception  as  to  the 
character  of  the  transaction  in  the  minds  of  purchasers  or  prospective 
purchasers,  is  condemned  by  the  industry. 

Rule  £. 

The  use  of  buying  power  to  force  uneconomic  or  unjust  terms  of 
sale  upon  sellers,  and  the  use  of  selling  power  to  force  uneconomic 
or  unjust  terms  of  sale  upon  buyers,  are  condemned  by  the  industry. 

Rule  F. 

In  the  judgment  of  the  industry  the  practice  of  filling  or  using, 
for  the  distribution  of  liquid  carbon  dioxide,  cylinders  or  containers 
which  do  not  meet  the  requirements  of  Interstate  Commerce  Commis- 
sion Specifications  3  or  3-A,  and  the  practice  of  using  converters  or 
liquefiers  which  do  not  conform  to  the  safety  regulations  of  the  locality 
in  which  they  are  used,  may  be  dangerous  to  life  and  property,  and 
such  practices  are  therefore  condemned  by  the  industry.  In  localities 
in  which  no  official  applicable  safety  regulations  are  in  effect  it  is 
recommended  as  a  proper  practice  to  follow  in  the  interest  of  safety 
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that  converters  or  liquefiers  used  be  such  as  have  been  manufactured 
or  constructed  to  meet  the  requirements  of  the  Unfired  Pressure  Vessel 
Code  of  the  American  Society  of  Mechanical  Engineers  (A.  S.  M.  E.) 
in  effect  at  the  time  of  such  manufacture  or  construction,  or  which 
have  otherwise  been  manufactured  or  constructed  in  accordance  with 
adequate  safety  requirements.  The  use  of  converters  or  liquefiers  is  not 
prohibited  or  condemned  by  this  rule,  but  safety  precautions  are 
deemed  necessary  and  desirable  in  the  interest  of  the  public  and  for 
the  welfare  of  the  industry  and  are  therefore  recommended. 

Rule  G. 

The  industry  records  its  approval  of  the  distribution  among  mem- 
bers of  the  industry  of  information  covering  delinquent  and  slow 
return  of  cylinder  accounts,  as  well  as  delinquent  and  slow  credit 
accounts,  insofar  as  such  may  be  lawfully  done. 

Rule  H. 

To  promote  a  business  practice  fair  to  both  buyer  and  seller  and 
to  avoid  unnecessary  claims  for  evaporation  during  transportation, 
the  industry  recommends  that  buyers  and  sellers  at  the  time  of  sale 
of  carbon  dioxide  in  solid  form  agree  upon  the  place  at  which  delivery 
should  be  made  and  weight  taken. 

Promulgated  by  the  Federal  Trade  Commission  March  19,  1938. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Fur  Industry,  as  herein  set  forth,  are 
promulgated  by  the  Federal  Trade  Commission  under  its  trade  practice 
conference  procedure. 

The  Fur  Industry  embraces  all  those  who  sell,  import,  or  process 
raw  furs;  those  who  manufacture  garments  made  wholly  or  in  part 
of  fur;  and  those  otherwise  engaged  in  marketing  or  distributing  raw 
furs  or  fur  garments. 

The  Commission  is  advised  that  there  are  about  10,000  stores,  includ- 
ing department  stores,  in  the  United  States  annually  selling  furs  of 
a  value  of  approximately  $150,000,000.  As  an  indication  of  the  extent 
of  the  industry,  it  is  reported  that  there  are  about  200,000  silver  fox 
pelts  produced  annually  on  the  fur  farms  of  the  United  States;  and 
that  in  a  recent  year  there  were  imported  over  32,000,000  pounds  of 
rabbit  pelts;  over  8,000,000  lamb,  kid,  sheep,  and  goat  pelts;  nearly 
2,000,000  weasel  pelts,  and  approximately  800,000  fox  pelts. 

In  the  course  of  the  proceedings,  a  trade  practice  conference  for  the 
industry  was  held  in  New  York  City  for  the  purpose  of  revisiiifr  and 
supplementing  the  rules  previously  promulgated  for  the  industry. 
Thereafter  the  proposed  rules,  with  some  modifications,  were  tenta- 
tively acted  upon  and  made  public  by  the  Commission,  affording  all 
interested  or  affected  parties  opportunity  to  present  their  views,  sug- 
gestions, or  objections,  if  any,  and  to  be  heard  in  respect  to  the  rules. 
Accordingly,  a  public  hearing  was  held  by  the  Commission  for  this 
purpose.  Upon  further  consideration  of  the  entire  matter,  final  Com- 
mission action  was  taken  and  the  rules  in  the  form  appearing  herein 
were  approved  by  the  Commission  as  to  Group  I,  and  in  respect  to 
Group  II  were  received  by  the  Commission  as  expressions  of  the 
industry. 

The  rules  herein  supersede  the  rules  promulgated  by  the  Commission 
for  the  Fur  Industry  under  date  of  March  7,  1928. 

THE  RULES 
GROUP  I* 

Rule  1.  Misrepresentaiion  of  Products.  ' 

(a)  Making,  or  causing  to  be  made  or  published,  directly  or  indi- 

*  See  pasre  VIII  for  headnote  applicable  to  Group  I  Rules. 
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rectly,  through  advertisement,  pictorial  representation,  invoice,  label, 
tag,  or  otherwise,  any  false,  misleading,  or  deceptive  statement  or 
representation  concerning  the  grade,  quality,  substance,  character, 
material,  name,  nature,  or  zoological  origin  of  any  furs  or  fur  prod- 
ucts, or  in  any  other  material  respect,  is  an  unfair  trade  practice. 

(b)  It  is  an  unfair  trade  practice  to  use,  in  advertisements  or  on 
labels,  tags,  brands,  or  otherwise,  any  description,  designation,  or 
representation  of  any  fur  which  deceptively  conceals  the  true  name  or 
nature  of  the  fur  with  the  tendency  and  capacity  or  effect  of  mislead- 
ing or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public. 

(note. — In  order  properly  to  describe  a  fur,  the  correct  name  of  the  fur 
must  be  the  last  word  of  the  description,  and  if  any  dye  or  blend  is  used 
simulating  another  fur,  the  word  "dyed"  or  "blended"  must  be  inserted 
between  the  name  signifying  the  fur  that  is  simulated  and  the  true  name 
of  the  fur,  as,  for  example,  "Seal-dyed  Muskrat.") 

Rule  2.  Fictitious  Ammal  Designations, 

It  is  an  unfair  trade  practice  to  use,  falsely  or  deceptively,  in  adver- 
tisements, labels,  tags,  brands,  or  other  representations  of  furs,  any 
trade  name,  coined  name,  or  other  name  or  words  descriptive  of  the 
fur  as  being  the  fur  of  an  animal  which  is  in  fact  nonexistent. 

Rule  3.  Parsing  off  Cross-breeds  as  True  Breeds. 

(a)  In  the  ease  of  fur  which  simulates  a  certain  true  species  or 
breed  of  animal,  it  is  an  unfair  trade  practice,  in  advertising,  brand- 
ing, labeling,  or  otherwise  representing  such  fur,  not  to  make  in  con- 
nection therewith  full  and  nondeceptive  disclosure  of  the  fact  that 
such  fur  has  been  obtained  from  an  animal  which  is  of  a  different 
species  or  is  a  cross-breed  or  other  than  a  true  breed. 

(b)  Advertising,  offering  for  sale,  selling,  branding,  or  otherwise 
representing  furs  as  the  product  of  a  true  species  or  breed  of  animals, 
unless  such  fur  in  fact  has  been  obtained  from  a  true  species  or  breed 
of  animals,  is  an  unfair  trade  practice. 

Rule  4.  Deceptive  Use  of  Trade  or  Corporate  Names,  or  Trade-marks. 

The  use  of  any  trade  name,  corporate  name,  trade-mark,  or  other 
trade  designation  in  a  manner  which  is  calculated  to  or  does  mislead 
or  deceive  purchasers,  prospectiv?  purchasers,  or  the  consuming  public 
as  to  the  character,  name,  nature,  or  geographical  or  zoological  origin 
of  any  fur  or  fur  product  or  product  made  partly  of  fur,  or  in  any 
other  material  respect,  is  an  unfair  trade  practice. 

Rule  5.   Misrepresentation  of  Geographical  Origin  of  Furs. 

Making,  or  causing  to  be  made  or  published,  directly  or  indirectly, 
through  advertisements,  or  on  labels  or  tags,  or  otherwise,  in  connec- 
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ti©n  with  tlie  sale  or  offering  for  sale  of  furs  or  fur  garments,  or  gar- 
ments made  partly  of  fur,  any  false,  misleading,  or  deceptive  state- 
ment as  to  the  geographical  origin  of  the  animal  from  which  the  peltry 
has  been  obtained,  is  an  unfair  trade  practice. 

(note. — Nothing  in  these  rules  shall  prohibit  the  use  of  the  designation 
"Persian  Lamb"  to  describe  one  of  the  Karakul  breed,  a  fat-tailed  sheep 
with  hair  in  regular  curls  lying  close  to  the  pelt;  nor  shall  anything  in 
these  rules  prohibit  the  use  of  the  designation  "Broadtail"  as  applied  to 
baby  lamb,  the  ofCspring  of  this  breed  of  Karakul  sheep,  not  including  in 
either  case,  however,  Krimmer  or  other  cross-breeds  of  Karakul  sheep, 
or  other  types  of  Karakul  sheep,  such  as  caracul.) 

Rule  6.  Passing  Off  Domestic  Furs  as  Imported  Furs. 

Selling,  or  offering  for  sale,  advertising,  describing,  branding,  label- 
ing, or  otherwise  representing  any  fur  or  fur  product  as  imported 
when  such  is  not  the  fact,  is  an  unfair  trade  practice. 

Rule  7.   Failure  to  Disclose  Tipping,  ^blending,  Pointing,  or  Dyeing 
of  Furs. 

It  is  an  unfair  trade  practice  to  fail  to  disclose  in  advertisements, 
bills  of  sale,  or  invoices,  or  on  labels,  tags,  or  otherwise,  the  fact  that 
furs,  fur  garments,  or  the  fur  trimming  on  garments  made  partly  of 
fur,  have  been  tipped,  blended,  or  pointed,  or  have  been  dyed  to  sim- 
ulate other  kinds  or  grades  of  fur,  with  the  tendency  and  capacity  or 
effect  of  misleading  or  deeeivinp:  purchasers,  prospective  purchasers, 
or  the  consuminji  public. 

Rule  8.    Used,  Worjt^  or  Secondhand  Garments — Failure  to  Disclose. 

It  is  an  unfair  trade  practice  to  sell  or  offer  for  sale  used  or  worn 
fur  garments,  including  those  which  have  been  renovated  or  rebuilt, 
unless  the  fact  is  clearly  indicated,  in  advertising  or  on  labels  or  tags, 
that  such  garments  are  used,  worn,  or  secondhand,  or  have  been 
made  over. 

Rule  9.  Failure  to  Di'iclose  that  Garments  are  Made  of  Pieces,  Tails, 
Paws,  etc. 

The  selling  or  offering  for  sale,  through  advertisement  or  otherwise, 
of  fur-trimmed  garments  the  fur  of  which  is  composed  of  pieces  and 
not  of  full  skins,  or  of  fur  garments  made  in  whole  or  in  part  of 
pieces,  tails,  paws,  throats,  heads,  or  scraps,  or  of  plates  or  mats  com- 
posed of  pieces  and  not  of  full  skins,  without  fully  disclosing  such 
fact,  and  with  the  tendency  and  capacity  or  effect  of  misleading  or 
deceiving  purchasers,  prospective  purchasers,  or  the  consuming  public, 
is  an  unfair  trade  practice. 

Rule  10.  Misrepresentation  as  to  Character  of  Business, 

For  any  person,  firm,  or  corporation  to  hold  himself  or  itself  out 
to  the  public,  by  means  of  misrepresentation  as  to  price  or  otherwise, 
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as  a  trapper,  custom  furrier,  dyer,  dresser,  fur  fanner,  wholesaler, 
jobber,  or  a  manufacturer  of  fur  garments,  when  such  is  not  the  fact, 
or  in  any  other  manner  to  misrepresent  the  character  of  his  or  its 
business,  is  an  unfair  trade  practice. 

Rule  11.  Misuse  of  Word  *^ Genuine." 

It  is  an  unfair  trade  practice  to  use  the  word  ** genuine"  to  describe 
a  fur  which  has  been  processed  or  dyed  to  imitate  the  fur  of  an  ani- 
mal known  by  another  name  in  commerce  and  in  zoology. 

For  example,  the  following  should  not  be  used : 

Genuine  Mink  Marmot 
Genuine  Northern  Seal 

Rule  12.  Asterisk  or  Dagger  References. 

In  the  case  where  any  explanatory  statement  or  representation  in 
advertisements,  labels,  tags,  brands,  or  descriptions  is  necessary  to 
avoid  the  probability  of  deception,  misunderstanding,  or  misrepre- 
sentation, it  is  an  unfair  trade  practice  to  omit  such  explanatory 
statement  or  representation,  or  to  place  the  same,  by  the  use.  of 
asterisk  or  dagger  references  or  otherwise,  in  such  manner  or  in  such 
remote  or  obscure  place  as  to  deceptively  minimize,  obscure,  or  render 
it  inconspicuous. 

Rule  13.  Deceptive  Substitution  of  Furs. 

(a)  For  any  member  of  the  industry  deceptively  to  substitute  in- 
ferior furs  for  furs  of  better  quality  which  have  been  entrusted  to 
him  or  it  by  fur  merchants  or  garment  manufacturers  is  an  unfair 
trade  practice. 

(h)  For  any  member  of  the  industry  deceptively  to  substitute  in- 
ferior furs  for  furs  of  better  quality  sold  by  him  or  it  to  any  member 
of  the  trade  or  to  the  purchasing  public  is  an  unfair  trade  practice. 

Rule  14.  Misrepresenting  Services  ds  ** Free.** 

Representing  as  "free'*  the  repair  or  storage  of  or  other  service  in 
connection  with  fur  garments  when  in  fact  such  repairs  or  services 
are  regularly  included  as  part  of  another  charge,  with  the  tendency 
or  capacity  to  mislead  or  deceive  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  15.    Misrepresenting  the  Manufacture  or  Dyeing  of  Assembled 
Garments. 

(a)  It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise, 
describe,  or  otherwise  represent  assembled  garments  as  being  the  prod- 
uct of  one  manufacturer  or  of  one  dyer  when  such  is  not  the  fact, 
with  the  tendency  and  capacity  or  effect  of  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public. 

(b)  In  case  peltries  are  dyed  to  simulate  other  furs,  it  is  an  unfair 
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trade  practice  for  the  dyer  thereof  to  fail  to  stamp  such  peltries  with 
the  true  name  of  the  furs,  where  such  failure  has  the  tendency  and 
capacity  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public. 

Rule  16.  Misrepresenting  Fur  Garments  as  ''Hollywood  Models/*  etc. 

The  sale  or  offering  for  sale,  through  advertising  or  otherwise,  of 
fur  garments  as  bankrupt  stock,  samples,  showroom  models,  **  Holly- 
wood Models,*'  ** Paris  Models,"  ** French  Models,"  ** Parisian  Crea- 
tions," **Furs  worn  by  society  women,"  receivers'  stock,  auction  stock, 
assets  of  a  liquidating  estate,  or  the  like,  when  such  is  not  the  fact, 
is  an  unfair  trade  practice. 

Rule  17.  Deceptive  Guarantees  or  Warranties. 

Making,  or  causing  to  be  made  or  published,  directly  or  indirectly, 
any  false,  misleading,  or  deceptive  statement  or  representation  in 
connection  with  any  guarantee  or  warranty  of  fur  garments  as  to 
their  performance,  durability,  or  resistance  to  discoloration  is  an 
unfair  trade  practice. 

Rule  18.  False  Invoicing, 

Withholding  from  or  inserting  in  invoices,  bills  of  sale,  or  other 
documents  of  title,  any  statements  or  information  by  reason  of  which 
omission  or  insertion  a  false  record  is  made,  wholly  or  in  part,  of 
the  transactions  represented  on  the  face  of  such  invoices,  bills  of 
sale,  or  other  documents  of  title,  with  the  purpose  or  effect  of  thereby 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the 
consuming  public,  is  an  unfair  trade  practice. 

Rule  19.    Defamation  of  Competitors  wnd  Disparagement  of  Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms, 
policies,  or  services,  is  an  unfair  trade  practice. 

Rule  20.   Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers,  or  to  agents,  employees,  or 
representatives  of  competitors'  customers  or  prospective  customers, 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  influence  their  employers  or  principals  to  purchase  or  con- 
tract to  purchase  products  manufactured  or  sold  by  such   industry 
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member  or  the  maker  of  such  gift  or  offer  or  to  influence  such  em- 
ployers or  principals  to  refrain  from  dealing  in  the  products  of  com- 
petitors or  from  dealing  or  contracting  to  deal  with  competitors. 

Rule  21.   Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful 
contracts  between  competitors  and  their  customers  or  their  suppliers 
by  any  false  or  deceptive  means  whatsoever,  or  interfering  with  or 
obstructing  the  performance  of  any  such  contractual  duties  or  serv- 
ices by  any  such  means,  with  the  purpose  and  effect  of  unduly  ham- 
pering, injuring,  or  prejudicing  competitors  in  their  businesses,  is  an 
unfair  trade  practice. 

Rule  22.  ' 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,  ^  where  such  rebate,  refund, 
discount,  credit,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goods  of  like  grade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,^  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,2  or  to  injure,  destroy,  or  prevent  competition  with  any  person 
<who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination, or  with  customers  of  either  of  them :  Provided,  however— 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered ; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
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1  Parasrraph    (a)    of  Rule  22  shall  not  be  construed  as  embraeinv   practices   prohibited   by 
paragraphs    (6),    (c),  and    (d)    of  this  rule. 
•  See  footnote,  p.  460. 


affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or.  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
actinf  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 
commodities. 

{d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^  to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

{e)  Illegal  Price  Discrimination. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,- 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 


-  See  footnote,  p.  460 
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gress),  or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  23.  Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  en- 
gaged in  commerce^  to  discriminate  in  favor  of  one  customer-pur- 
chaser against  another  customer-purchaser  of  fur  pieces  or  garments 
made  wholly  or  in  part  of  fur,  bought  from  such  member  of  the 
industry  for  resale,  by  contracting  to  furnish  or  furnishing  in  con- 
nection therewith,  upon  terms  not  accorded  to  all  customer-purchasers 
on  proportionally  equal  ierm^,  the  service  or  facility  whereby  such 
favored  purchaser  is  accorded  the  privilege  of  returning  such  mer- 
chandise so  purchased  and  receiving  therefor  credit  or  refund  of  pur- 
chase price:  Provided,  however ,  Nothing  in  any  of  the  rules  herein 
shall  prohibit  or  be  used  to  prevent  the  return  of  merchandise  b^  pur- 
chaser, for  credit  or  refund  of  purchase  price,  when  and  because  such 
merchandise  has  not  been  properly  labeled  by  the  seller  as  to  its  true 
character,  or  has  been  otherwise  falsely  or  deceptively  labeled  or  rep- 
resented, or  when  and  because  such  merchandise  is  defective  in  mate- 
rial, workmanship,  or  in  any  other  respect  contrary  to  warranty  or 
purchase  contract. 

Rule  24.  Imitation  of  Trade-marks,  Trade  Names,  etc. 

The  imitation  or  use  of  valid  and  exclusively  owned  trade-marks, 
trade  names,  brands,  or  labels  of  competitors,  having  the  tendency 
and  capacity  or  effect  of  misleading  or  deceiving  purchasers,  prospec- 
tive purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  25.   Representing  Retail  Prices  as  Wholesale. 

For  any  wholesaler,  manufacturer,  jobber,  or  broker  to  advertise 
for  sale,  offer  to  sell,  or  sell,  fur  garments  at  prices  represented  to  be 
wholesale,  through  the  medium  of  invoices,  letterheads,  statements, 
labels,  printed  matter,  or  by  the  use  of  the  words  ** Wholesaler," 
*' Manufacturer,"  '* Jobber,"  or  ''Broker,"  or  in  any  other  manner, 
when  in  truth  and  in  fact  such  prices  are  not  wholesale  prices,  is  an 
unfair  trade  practice. 

Rule  26.  Consignment  Selling. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  on  consignment  or  pretended  con- 
signment for  the  purpose  and  with  the  effect  of  artificially  clogging 
trade  outlets  and  unduly  restricting  competitors'  use  of  said  trade 
outlets  in  getting  their  goods  to  consumers  thr^Sugh  regular  channels 
of  distribution,  or  with  such  purpose  to  entirely  close  said  trade  out- 
lets to  such  competitors  so  as  to  substantially  lessen  competition  or 
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tend  to  create  a  monopoly  or  to  unreasonably  restrain  trade :  Provided, 
however,  That  nothing  herein  shall  be  construed  or  used  as  restricting 
or  preventing  consignment  shipping  or  marketing  of  commodities  in 
good  faith  and  without  artificial  interference  with  competitors'  use 
of  the  usual  channels  of  distribution  in  such  manner  as  thereby  to 
suppress  competition  or  restrain  trade. 

Rule  27.  Misrepresenting  the  Price  of  Remodeling,  Restyling,  Remak- 
ing, or  Altering  Fur  Garments. 

It  is  an  unfair  trade  practice  deceptively  to  advertise  or  offer  to 
remodel,  remake,  restyle,  or  alter  a  fur  garment  at  a  specified  price, 
ac  an  inducement  to  secure  such  work,  thereafter  charging  a  higher 
price  than  the  price  advertised  or  represented. 

Rule  28.  Failure  to  Disclose  Damage  to  Peltries. 

It  is  an  unfair  trade  practice  to  sell  or  offer  for  sale  furs  or  fur 
garments  which  have  been  burned,  damage^i,  or  otherwise  injured  in 
process  of  dyeing,  dressing,  or  otherwise,  without  disclosing  such  fact 
through  suitable  tags,  stamps,  or  labels,  with  the  tendency  and  capacity 
or  effect  of  misleading  or  deceiving  customers,  prospective  customers, 
or  the  consuming  public. 

Rule  29.  Fictitious  Prices. 

Offering  merchandise  for  sale  at  prices  purported  to  be  reduced 
from  what  are  in  fact  fictitious  prices,  or  offering  merchandise  for  sale 
at  a  purported  reduction  in  price  when  such  purported  reduction  is  in 
fact  fictitious,  with  the  tendency  and  capacity  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 

GROUP  II* 

Rule  A.  Return  of  Merchandise. 

The  practice,  by  members  of  the  industry,  of  selling  merchandise 
and  later  permitting  the  purchaser  to  return  it  for  credit  or  refund  of 
purchase  price,  without  just  cause,  creates  waste  and  loss,  increases 
the  cost  of  doing  business,  to  the  detriment  of  both  the  industry  and 
the  public,  and  is  condemned  by  the  industry,  subject,  however,  to 
requirements  and  limitations  set  forth  in  the  provisions  of  Rule  23 
of  Group  I,  herein. 

Rule  B.   Selling  Furs  at  Auction. 

In  order  to  protect  the  purchasing  public  from  fraud  in  the  pur- 
chase of  furs  at  auction,  it  is  the  judgment  of  the  industry  that  the 
name  and  address  of  the  member  of  the  industry  offering  furs  for  sale 
in  such  manner  should  be  disclosed. 

Promulgated  by  the  Federal  Trade  Commission  June  17,  1938. 


*  See  pasre  VHI  for  headnote  applicable  to  Group  II  Rules. 
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SHRINKAGE  OF  WOVEN  COTTON  YARD  GOODS 
PROMULGATBD  JUNE  30,  1938 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  on  the  subject  of  shrinkage  of  woven  cotton 
yard  goods,  as  herein  set  forth,  have  been  approved  and  are  promul- 
gated  by  the  Commission  under  its  trade  practice  conference  procedure. 

The  general  purpose  of  such  rules  is  to  provide  for  the  elimination 
and  prevention  of  misrepresentation,  deception,  and  unfair  methods 
or  practices  concerning  the  preshrunk  character  or  residual  shrinkage 
of  woven  cotton  merchandise;  and  to  this  end  to  make  provision  for 
proper  designations  and  descriptions  thereof  which  may  be  used  in 
^he^  marketing  of  such  merchandise  to  the  purchasing  and  consuming 

In  the  course  of  the  proceedings  an  industry  conference  was  held 
n  New  York  City  under  the  Commission's  auspices  and  proposed 
trade  practice  rules  on  the  subject  were  submitted  by  interested  in- 
dustry  groups.  Thereafter  tentative  action  was  taken  by  the  Com- 
mission  on  the  rules  so  submitted  and  a  draft  of  proposed  rules  was 
made  available  upon  public  notice  of  at  least  fifteen  days,  in  pur- 
suance  of  which  all  interested  or  affected  parties  were  afforded  oppor- 
tunity  to  present  such  pertinent  views,  suggestions,  or  objections 
^  they  desired  and  to  be  heard  in  respect  to  the  proposed  rules. 
Such  hearmg  was  held  in  Washington  and  all  matters  submitted 
orally  and  m  writing  were  received  and  filed  in  the  proceeding 

Thereafter  and  upon  consideration  of  the  entire  matter  by  the 
Commission,  final  action  was  taken  whereby  the  rules  appearing  herein 
under  Group  I  were  approved  and  ordered  promulgated. 

THE  RULES 
GROUP  I* 

RvIjE  1.  Definition. 

As  used  in  these  rules,  the  term  "residual  shrinkage"  applied  to 
woven  cotton  yard  goods  in  the  piece  means  the  shrinkage  or  shrink- 
ing properties  remaining  in  such  goods  after  the  same  have  undergone 
a  shrinking  process.  * 

RXXLB  2. 

The  practice  of  selling,  offering  for  sale,  advertising,  describing 
branding,  marking,  or  labeling  woven  cotton  yard  goods  in  a  manner 

•  Sm  page  VIII  for  headnote  applicable  to  Group  II  Rules. 
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which  is  calculated  to  mislead  or  deceive  or  has  the  tendency  and 
capacity  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public  with  respect  to  the  preshrunk 
character  of  such  goods,  the  residual  shrinkage  remaining  therein, 
or  with  respect  to  the  extent  of  the  shrinkage  to  which  such  goods 
have  been  subjected,  or  respecting  any  other  shrinkage  properties, 
quality,  or  character  of  such  goods,  is  an  unfair  trade  practice. 

Rule  3. 

In  the  sale  or  distribution  of  woven  cotton  yard  goods,  it  is  an 
unfair  trade  practice :  (a)  to  use,  or  cause  to  be  used,  directly  or  in- 
directly, the  terms  **Full  Shrunk,''  ''Preshrunk,''  ''Shrunk,"  "Shrink 
proof,"  "Wm  not  Shrink,"  "Mill  Shrunk,"  "Double  Shrunk,"  "Non- 
Shrinkable,"  or  word,  term,  mark,  label,  or  representation  of  like 
effect  or  similar  import,  as  descriptive  of  such  goods  when  the  same 
are  not  in  fact  shrinkproof  or  non-shrinkable,  or  have  not  in  fact 
been  fully  shrunk  or  preshrunk  to  the  extent  that  no  residual  shrink- 
age is  left  remaining  in  such  goods,  or  (&)  otherwise  to  use,  or  cause 
to  be  used,  any  such  word,  term,  mark,  label,  or  representation  so  as 
to  mislead  or  deceive  purchasers,  prospective  purchasers,  or  the  con- 
suming public  into  the  belief  that  such  goods  have  been  shrunk  to 
a  greater  degree  than  is  in  fact  true  or  that  the  residual  shrinkage  of 
such  goods  is  less  than  is  in  fact  true. 

Rule  4. 

Nothing  in  these  rules  shall  prohibit  the  use  of  the  term  "Full 
Shrunk,"  "Preshrunk,"  "Shrunk,"  "Shrinkproof,"  "Non-Shrink- 
able,"  or  word,  term,  mark,  label,  or  representation  of  like  effect  or 
similar  import,  as  descriptive  of  woven  cotton  yard  goods  which  have 
undergone  the  application  of  a  shrinking  process  and  thereby  have 
been  shrunk  or  preshrunk  to  the  extent  that  no  residual  shrinkage  is 
left  remaining  in  such  goods,  and  provided  that  subsequent  to  the 
application  of  such  shrinking  process  the  goods  have  not  been  sub- 
jected to  stretching  or  to  any  condition  or  process  which  has  restored 
shrinking  properties  or  residual  shrinkage  to  such  goods. 

Rule  5.  Use  of  terms  ''Preshrunk"  or  ''Shrunk''  with  Qualifications, 
(I)  In  the  case  of  woven  cotton  yard  goods  which  have  undergone 
the  application  of  a  shrinking  process  and  have  been  shrunk  to  a 
substantial  extent  but  as  to  which  there  remains  a  certain  amount  of 
residual  shrinkage,  nothing  in  these  rules  shall  prohibit  the  use  of  the 
term  "Preshrunk,"  "Shrunk,"  or  term  or  word  of  like  effect  or  similar 
import,  as  an  integral  part  of  or  in  immediate  conjunction  with  a 
truthful  phrase,  statement,  or  assertion  clearly  and  unequivocally  stat- 
ing the  fact  that  such  goods  have  been  preshrunk  or  shrunk  to  a  sub- 
stantial extent  and  also  setting  forth  in  percentage  or  percentages  the 
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amount  of  residual  shrinkage  remaining  in  both  the  warp  and  the 
mimg,  or  m  the  warp  or  the  filling  whichever  has  the  greater  residual 
shrinkage.  To  avoid  confusion,  deception,  or  misunderstanding,  the 
standard  shrinkage  test  provided  for  in  Paragraph  V  of  this  rule 
should  be  used  in  determining  percentages  to  be  specified  in  such 
designations.  The  following  are  typical  examples  of  designations  pro- 
vided for  in  this  rule : 

(a)  ^^Preshrunk  (or  shrunk)—W5U  not  shrink  more  than 
%  under  Commercial  Standard  CS59-36." 

(h)  *'Preshrunk  (or  shrunk)— Residual  shrinkage  wiU  not 
exceed %  under  Commercial  Standard  CS59-36.'* 

(c)  ^^Preshrunk  (or  shrunk)— Residual  shrinkage  will  not  ex- 
ceed warp %,  filling %,  Commercial  Standard  CS59-36." 

id)  "These  goods  have  been  shrunk  (or  preshrunk)  to  the 
extent  that  residual  shrinkage  will  not  exceed %  when  tested 

m  accordance  with   the  recognized  and   approved  standards   or 
tests.'' 

(II)  The  residual  shrinkage  percentage  designations  provided  for 
m  this  Rule  5  for  woven  cotton  yard  goods  should  be  stamped  on  or 
otherwise  firmly  affixed  to  the  material  in  conspicuous  size  and  legi- 
bihty  of  type  or  style,  and  should  also  appear  similarly  on  all  invoices 
labels,  marks,  or  advertisements  which  carry  reference  to  the  shrink- 
age of  the  goods. 

(III)  The  use  of  residual  shrinkage  percentage  designations  not  in 
conformity  with  results  obtainable  under  the  test  specified  in  Para- 
graph V  of  this  rule,  with  the  capacity  and  tendency  or  effect  of  mis- 
leading or  deceiving  purchasers,  prospective  purchasers,  or  the  con- 
suming public,  is  an  unfair  trade  practice. 

(IV)  The  use  or  specification  of  an  unreliable  or  inadequate  test  in 
any  such  designations,  or  the  refusal  to  specify  a  test  which  is  proper 
and  applicable,  when  done  for  the  purpose  or  with  the  capacitv  and 
tendency  or  effect  of  directly  or  indirectly  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public,  is  an 
unfair  trade  practice. 

(V)  The  following  test  is  deemed  to  be  an  accepted  and  recognized 
test  for  determining  shrinkage  properties  or  residual  shrinka-e  of 
woven  cotton  yard  goods  in  the  application  of  these  rules  and  is  rec- 
ommended for  use  as  a  standard  shrinkage  test  for  this  purpose: 

' '  Commercial  Standard  CS59— 36 ' ' 
Rule  6. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation  to 
aid,  abet,  coerce,  or  induce  another,  directly  or  indirectlv,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in' these  rules. 

Promulgated  by  the  Federal  Trade  Commission  June  30,  1938. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Macaroni,  Noodles,  and  Related  Prod- 
ucts Industry,  as  herein  set  forth,  have  been  approved  and  are  pro- 
mulgated by  the  Federal  Trade  Commission  under  its  trade  practice 
conference  procedure. 

The  products  of  the  industry  to  which  the  rules  relate  comprise 
macaroni,  spaghetti,  vermicelli,  noodles,  and  related  products  in  what- 
ever form  or  style  the  same  may  be  made. 

In  the  course  of  the  proceedings,  an  industry  conference  was  held 
in  Chicago  under  the  Commission's  auspices  and  proposed  trade  prac- 
tice rules  were  submitted  by  members  of  the  industry.  Thereafter 
tentative  action  was  taken  by  the  Commission  on  the  rules  so  sub- 
mitted  and  a  draft  of  proposed  rules  was  made  available  upon  public 
notice  of  at  least  fifteen  days,  in  pursuance  of  which  all  interested  and 
affected  parties  were  afforded  opportunity  to  present  such  pertinent 
facts,  suggestions,  or  objections  as  they  desired  and  to  be  heard  in 
respect  to  the  proposed  rules.  Such  hearing  was  held  in  Washington 
and  all  matters  submitted  orally  and  in  writing  were  received  and 
filed  in  the  proceeding. 

Thereafter,  and  upon  consideration  of  the  entire  matter  by  the  Com- 
mission, final  action  was  taken  whereby  the  rules  appearing  herein 
under  Group  I  were  approved  and  ordered  promulgated. 

These  rules  do  not  in  any  respect  supplant,  or  relieve  anyone  of 
the  necessity  of  complying  with,  the  legal  requirements  of  the  pure 
food  laws  or  other  provision  of  law.  They  are  established  under  laws 
administered  by  the  Federal  Trade  Commission  for  the  purpose  of 
more  effectively  stamping  out  unfair  practices  in  the  interest  of  the 
public,  and  to  assist  in  general  law  enforcement  to  this  end. 

The  rules  promulgated  as  herein  set  forth  supersede  the  trade  prac- 
tice submittal  of  the  Package  Macaroni  Industry  of  1920,  summarized 
in  a  general  letter  of  the  Commission  to  the  members  of  such  industry 
under  date  of  September  22,  1920. 

THE  RULES 
GROUP  I* 

Rule  1.  Misrepresentation  of  Industry  Products. 
The  practice  of  selling,   advertising,   describing,   branding:,    mark- 

•  See  page  VIJl  for  headnote  applicable  to  Group  I  Rules. 
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ing,  labeling,  or  packing  macaroni,  noodles,  or  related  products    or 

7JZT"T  •^"''"'"  "'"^°^'  •"  ''  ""--^  ^^^^  S  calculated 
to  mislead  or  deceive,  or  has  the  tendency  and  capacity  or  effect  of 

misleadmg  or  deceiving,  purchasers,  prospective  purchasers    or  the 
IZTl'  'f '•=  "'*•"  '^^'''  **>  ^''^  ^'^<^«-  0-l"y,  quantity    sb 

T^rL''"T        "'  "'  """'"f«'=t"r«  »f  ««ch  products,  or  in  any 
other  material  respect,  is  an  unfair  trade  practice. 

Rule  2.  SpecifieaHons—Maearmi  and  Noodle  Products. 
For  the  purpose  of  and  as  used  in  these  rules  : 

olliZT''''V'  ""•^^"*«'<J  t"  ^  the  shaped  and   dried  doughs 
prepared  by  adding  water  to  one  or  more  of  the  following:  semolina 
anna,  wheat  flour.  It  may  contain  added  salt.   In  the  finished  p^SuS 
the  moisture  content  does  not  exceed  13  percent.  Various  shC  of 
I'^ZZ'^'^  under,  distinguishing  names,  such  as  sp^hettt 

Drl!irp?K  "^T""'  ^  ''''•'^^^^od  to  be  the  shaped  and  drie'd  .loughs 

more  of  the  following :  semolina,  farina,  wheat  flour.  The  egg  ingr.  -lient 
may  be  whole  egg  and/or  egg  yolk.    In  the  finished  product  th.  S 

the  moisture-free  basis  is  not  less  thjiii  5.3  percent 

(c)  Noodles,  Egg  Noodles  are  understood  to  be  the  shaped  and  dried 
doughs  prepared  from  semolina,  farina,  or  wheat  flour  «nd  eg^  wkh 
or  without  water,  and  with  or  without  salt.  The  egg  ingreS  may 
be  whole  egg  and/or  egg  yolk.    In  the  finished  pr^uct  ^    moirrj 

thTroLu^:r  r^'  ''  P^-^^"*  "'''  '^^^  "^^-"•'^  content  c 

orlSre^^"  '^'^''*  r  "^^""t^^d  to  be  the  shaped  and  dried  dough, 
prepared  from  semohna,  farina,  or  wheat  flour  and  water    with  or 

:^:TlfL'\X'^'''''  ''''''"''  ^'^^  --♦"-  content  d^n: 
exceed  13  percent.   Plau,  noodles  are  commonly  ribbon-shaped. 

^"""^'LfiT'"  '^T.:t  "^'"''"•''"'V'  '■Spaghetti,"  "VermuelU," 
Jgg  MacBTom,"  "Noodles,"  "Egg  Noodles."  "Plain  No,Mes," 

seril'^t!„^^j■  Z''"'^'  r"'""''  ^  *'"'  "*«••  *°'-  ^l*.  "dverti^e.  dl 

e.^  noli   ^^'°^."""'««'°''  «P«^hetti,  vermicelli,  egg  macaroni,  noodle^ 
egg  noodles,  plain  noodles,  or  other  similar  macaroni  or  noodlr  pr.^ 
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Rule  4.    Misrepresentation  of  Semolina  or  Farina  Products. 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise,  describe, 
brand,  label,  or  otherwise  represent  any  macaroni  or  noodle  product 
as  b^ing  a  semolina  or  farina  product  when  such  is  not  true  in  fact. 

Rule  5.  Misrepresentation  as  to  Egg  Content  of  Product. 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise,  describe 
brand,  label,  or  otherwise  represent,  directly  or  indirectly,  any  product 
as  beinpr  eppr  macaroni,  noodles,  or  egg  noodles  when  such  is  not  true 
m  fact,  or  when  such  product  does  not  actually  contain  egg  in  sufficient 
proportion  to  meet  the  specifications  hereinbpfore  set  forth  in  Rule  2. 
Rule  6.    Use  of  Deceptive  Coloring  or  Deceptive  Containers. 

It  is  an  unfair  trade  practice  to  use  yellow  eolorinj?  in,  or  yellow 
transparent  containers  for,  any  macaroni,  noodle,  or  related  product 
in  such  manner  as  deceptively  to  import  or  imply  to  purchasers,  pros- 
pective purchasers,  or  the  consuming  public  that  such  product  contains 
egg  m  greater  proportion  than  is  in  fact  present,  or  in  such  manner  as 
to  mislead  or  deceive  in  any  other  respect. 

Ri^E  7.    Deception  as  to  Additional  Food  Ingredients. 

(a)  In  case  additional  food  ingredients,  not  including  those  speci- 
fied under  Rule  2,  are  used  in  macaroni,  noodles,  or  related  products 
full  and  nondeceptive  disclosure  of  such  fact  should  be  made-  and 
It  IS  an  nnfair  trade  practice  to  conceal,  or  fail  or  refuse  to  disclose  or 
to  misrepresent,  directly  or  indirectly,  the  proportion  of  such  food 
ingredients  present  in  said  macaroni,  noodles,  or  related  products 
with  the  capacity  and  tendency  or  effect  of  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  pilblic. 

(6)  It  is  an  unfair  trade  practice  to  advertise,  describe,  brand 
label,  or  otherwise  represent  any  product  of  the  industrv  as  contain- 
ing a  food  ingredient  when  such  food  ingredient  is  not  present  at  all 
or  when  such  food  ingredient  is  not  present  in  substantial  and  char- 
.  act^rizmg  amounts,  with  the  capacity  and  tendency  or  effect  of  mis- 
leading or  deceiving  purchasers,  prospective  purchasers,  or  the  con- 
Sliming  public. 

(r)  Nothing  in  these  rules  shall  be  construed  as  authorizing  or  per- 
mitting  the  use  of  any  food  ingredient  contributing  a  yellow  color 
for  the  purpose  or  with  the  effect  of  misleading  or  deceiving  the  pur- 
chasing public.  ^         ^ 

Rule  8.   Deceptive  Depictions. 

The  use  of  photographs,  cuts,  engravings,  illustrations,  or  pictorial 
or  other  depictions  or  devices  of  industry  products  in  catalogues 
sales  literature,  or  advertisements,  or  on  packages  or  container^  or 
otherwise,  m  such  manner  as  to  have  the  capacity  and  tendencv  or 
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effect  of  misleading  or  deceiving  the  purchasing  or  consuming  public 
as  to  the  grade,  quality,  quantity,  substance,  character,  nature,  origin, 
size,  material,  content,  composition,  coloring,  preparation,  or  manu- 
facture of  such  products,  is  an  unfair  trade  practice. 

Rule  9.  Defamation  of  Competitors  and  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishon- 
orable  conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  busini?ss  methods,  selling  prices.  Values,  credit  terms,  poli- 
cies, or  serviced,  is  an  unfair  trade  practice. 

Rule  10.  Faihtre  to  Brand  Industry  Products. 

In  the  sale,  offering  for  sale,  or  shipment  of  industry  products,  the 
failure  to  brand,  mark,  or  identify  such  products  so  as  to  disclose 
their  true  character,  where  such  failure  has  the  tendency,  capacity, 
or  effect  of  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  11.  Selling  Below  Cost, 

The  practice  of  selling  industry  products  below  tlie  seller's  cost, 
with  the  intent  and  with  the  effect  of  injuring  a  competitor  and  where 
the  effect  may  be  substantially  to  lessen  competition  or  tend  to  create  a 
monopoly  or  unreasonably  restrain  trade,  is  an  unfair  trade  practice ; 
all  elements  recognized  by  good  accounting  practice  as  proper  elements 
of  such  cost  shall  be  included  in  determining  cost  under  this  rule. 

Rule  12.  Imitation  or  Simulation  of  Trade-marks,  etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  labels, 
or  brands  of  competitors,  with  the  purpose  or  with  the  tendency  and 
capacity  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  13.  Publication  or  Circulation  of  False  or  Misleading  Price  Quo- 
tations, etc. 

The  publishing  or  circulating,  by  any  member  of  the  industry,  of 
false  or  misleading  price  quotations,  price  lists,  or  tenns  of  sale,  with 
the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  purchasers, 
prospective  purchasers,  or  the  consuming  public,  is  an  unfair  trade 
practice. 

Rule  14.  False  Invoicing. 

Withholding  from  or  inserting  in  invoices  any  statements  or  infor- 
mation by  reason  of  which  omission  or  insertion  a  false  record  ig 
made,  wholly  or  in  part,  of  the  transactions  represented  on  the  face  of 
such  invoices,  with  the  purpose  or  effect  of  thereby  misleading  or 
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deceiving  purchasers,  prospective  purchasers,  or  the  consuming  public, 
is  an  unfair  trade  practice. 

Rule  15. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discrimination. — 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,^  where  such  rebate,  refund, 
discount,  credit,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goods  of  like  grade 
and  quality;  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce^  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,^ or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customers  of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered ; 

X3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  {a)  the  market  for  the  goods  concerned,  or  (&) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of   perishable   goods,   obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 
(6)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 

1  Paragraph    (a)   of  Rule  16  shall   not  be  construed  as  embracingr  practices  prohibited  by 
paragraphs  (6),  (e),  and  (d)  of  this  rule. 
*  See  footnote,  p.  460. 
668742—46—10 
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in  connection  with  tlie  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  interriiediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — ^It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  cuKtomers  competing  in  the  distribution  of  such  products  or 
commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^ to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(c)  Illegal  Price  Discrimination. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,^ 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress),  or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  indus- 
try to  cooperate  with  the  Federal  Trade  Commission  and  to  per- 
form such  acts  as  may  he  legal  and  proper  to  put  these  rules  into 
effect. 

Promulgated  by  the  Federal  Trade  Commission  July  7,  1938. 


3  Se«  footnote,  p.  460. 
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TOMATO  PASTE  MANUFACTURING  INDUSTRY 
PROMULGATED  SEPTEMBER  3,  1938 


I  r  < 


STATExMEXT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Tomato  Paste  Manufacturing  Industry, 
as  herein  set  forth,  are  promulgated  by  the  Federal  Trade  Commission 
under  its  trade  practice  conference  procedure. 

The  product  of  the  industry  to  which  the  rules  relate  is  tomato 
paste,  a  canned  tomato  product  extensively  used  in  cooking. 

The  total  value  of  the  production  of  tomato  paste  is  estimated  to  be 
about  $6,400,000  annually.  The  1937  pack  approximated  1,700,000 
cases. 

In  the  course  of  the  proceedings  an  industry  conference  was  held 
in  San  Francisco,  California,  under  the  Commission  *s  auspices,  and  pro- 
posed trade  practice  rules  were  submitted  by  members  of  the  industry. 
Thereafter  tentative  action  was  taken  by  the  Commission  on  the  rules 
so  submitted  and  a  draft  of  proposed  rules  was  made  available  upon 
public  notice  of  at  least  fifteen  days,  in  pursuance  of  which  all  inter- 
ested and  affected  parties  were  afforded  opportunity  to  present  such 
pertinent  facts,  suggestions,  or  objections  as  they  desired  and  to  be 
heard  in  respect  to  the  proposed  rules.  Such  hearing  was  held  in 
Washington  and  all  matters  submitted  orally  and  in  writing  were 
received  and  filed  in  the  proceeding. 

Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken  and  the  rules  in  the  form  appearing  in  Group  I  and  Group  II 
were  respectively  approved  and  received  by  the  Commission. 

These  rules  do  not  in  any  respect  supplant,  or  relieve  anyone  of 
the  necessity  of  complying  with,  the  legal  requirements  of  the  pure 
food  laws  or  other  provision  of  law.  They  are  established  under  statutes 
administered  by  the  Federal  Trade  Commission  for  the  purpose  of 
more  effectively  stamping  out  unfair  practices  in  the  interest  of  the 
public,  and  to  assist  in  general  law  enforcement  to  this  end. 


THE  RULES 


GROUP  I* 


Uui4E  1.   Misrepresentation  of  Industry  Products. 
The  practice  of  selling,  packing,  advertising,  or  representing  tomato 


*  See  puire  VIII  for  headnote  applicable  to  Group  I  Rules. 
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paste  or  related  products,  or  any  simulation  or  imitation  thereof,  in  a 
manner  which  is  calculated  to  mislead  or  deceive  or  has  the  tendency 
and  capacity  or  effect  of  misleading  or  deceiving  purchasers,  prospec- 
tive purchasers,  or  the  consuming  public  with  respect  to  the  char- 
acter, nature,  content,  grade,  quality,  quantity,  origin,  substance, 
material,  preparation,  or  manufacture  of  such  products,  or  in  any 
other  material  respect,  is  an  unfair  trade  practice. 

Rule  2.  Specifications — Tomato  Paste, 

For  the  purpose  of  and  as  used  in  these  rules: 

(a)  Tomato  Paste  (Salsa  di  Pomodoro,  **Salsa**)  is  understood  to 
be  the  product  resulting  from  the  concentration  of  the  screened  or 
strained  fleshy  and  liquid  portions  of  ripe  tomatoes,  except  those  por- 
tions from  skin  and  core  trimmings;  with  or  without  the  addition  of 
salt,  and  with  or  without  the  addition  of  basil  leaf.  The  finished 
product  shall  contain  not  less  than  22%  of  tomato  solids. 

(&)  Should  such  minimum  of  22%  tomato  solids  hereafter  be  raised 
to  a  higher  percentage  or  proportion  by  applicable  provisions  of  law 
or  by  rules  or  regulations  in  pursuance  thereof,  then  such  higher 
percentage  so  fixed  shall  be  considered  the  minimum  under  these 
rules,  in  lieu  of  such  22%  specified  in  paragraph  (a)  of  this  rule. 

(c)  Heavy  Tomato  Paste  (**Concentrato'')  is  understood  to  be 
tomato  paste  containing  not  less  than  33%  of  tomato  solids. 

(d)  It  is  an  unfair  trade  practice  for  any  member  of  the  industry 
or  other  seller  to  cause  the  concentration  or  content  of  his  tomato 
paste  to  be  misrepresented,  or  by  any  other  means  to  represent,  di- 
rectly or  indirectly,  that  the  product  is  of  a  certain  concentration  of 
227©  or  more  tomato  solids  when  such  is  not  true  in  fact. 

Rule  3.  Misrepresentation  as  to  Tomato  Paste, 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise,  describe, 
or  otherwise  represent,  directly  or  indirectly,  any  product  as  being 
tomato  paste  (Salsa  di  Pomodoro,  ** Salsa"),  heavy  tomato  paste 
(**Concentrato"),  or  other  similar  tomato  paste  product,  when  such 
product  does  not  conform  to  the  specifications  hereinabove  set  forth 
in  Rule  2. 

RuiiE  4.  Misrepresentation  as  to  Artificial  Color. 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise,  or 
otherwise  represent,  directly  or  indirectly,  any  product  of  the  industry 
containing  added  artificial  color  without  then  and.  there  making  full 
and  nondeceptive  disclosure  of  the  presence  of  such  added  artificial 

color. 

The  use  of  any  coloring  matter  whatsoever  shall  not  be  permitted 
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when  the  same  is  introduced  for  the  purpose  or  with  the  effect  of 
concealment  or  masking  damage  or  inferiority,  or  of  adulterating  the 
product  or  rendering  the  same  deleterious. 
Rule  5.  Misrepresentation  as  to  Tomato  Content  of  Product. 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise,  de- 
scribe, or  otherwise  represent,  directly  or  indirectly,  any  product  of 
the  industry  as  containing  a  higher  tomato  solids  content  than  is 
actually  the  case. 

Rule  6.  Deceptive  Depictions. 

The  use  of  photographs,  cuts,  engravings,  illustrations,  or  pictorial 
or  other  depictions,  or  devices,  of  industry  products,  in  catalogues, 
sales  literature,  advertisements,  or  other  representations,  in  such  man- 
ner as  to  have  a  capacity  and  tendency  or  effect  of  misleading  or 
deceiving  the  purchasing  or  consuming  public  as  to  the  origin,  manu- 
facture, grade,  quality,  quantity,  size,  composition,  material,  coloring, 
or  content  of  any  products  of  the  industry,  or  ingredient  thereof,  or 
in  any  other  material  respect,  is  an  unfair  trade  practijce. 

Rule  7.  Defamation  of  Competitors  and  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishon*- 
orable  conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  poli- 
cies, or  services,  is  an  unfair  trade  practice. 

Rule  8.  Substituting  Inferior  Products  for  Those  Ordered. 

The  practice  of  using  or  substituting  any  product  of  the  industry 
inferior  in  grade  or  quality  to  that  specified  by  the  purchaser,  without 
the  consent  of  said  purchaser  to  such  use  or  substitution  or  with  the 
tendency,  capacity,  or  effect  of  otherwise  misleading  or  deceiving  pur- 
chasers, prospective  purchasers,  or  the  consuming  public,  is  an  unfair 
trade  practice. 

Rule  9.   Commercial  Bribery. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to  give, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers,  or  to  agents,  employees,  or 
representatives  of  competitors'  customers  or  prospective  customers, 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  influence  their  employers  or  principals  to  purchase  or  con- 
tract to  purchase  industry  products  from  the  maker  of  such  gift  or 
offer  or  to  influence  such  employers  or  principals  to  refrain  from 
dealing  or  contracting  to  deal  with  competitors,  is  an  unfair  trade 
practice.  ♦ 
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Rule  10.  Indticing  Breach  of  Contract. 

Knowingly  inducing  or  attempting  to  induce  the  breach  of  existing 
lawful  contracts  between  competitors  and  their  customers  or  their 
suppliers  by  Lay  false  or  deceptive  means  whatsoever,  or  knowingly 
interfering  with  or  obstructing  the  performance  of  any  such  con- 
tractual duties  or  services  by  any  such  meims,  with  the  purpose  and 
effect  of  unduly  hampering,  injuring,  or  prejudicing  competitors  in 
their  businesses,  is  an  unfair  trade  practice. 

Rule  11.  Enticing  Away  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the 
purpose  and  effect  of  unduly  hampering,  injuring,  or  prejudicing 
competitors  in  their  businesses,  is  an  unfair  trade  practice. 

Rule  12.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost,  with 
the  intent  and  with  the  effect  of  injuring  a  competitor  and  where  the 
effect  may  be  substantially  to  lessen  competition  or  tend  to  create  a 
monopoly  or  unreasonably  restrain  trade,  is  an  unfair  trade  practice; 
all  elements  recognized  by  good  accounting  practice  as  proper  elements 
of  such  cost  shall  be  included  in  determining  cost  under  this  rule. 

• 

Rule  13. 

(a)  Prohibited  Discriminatory  Prices,  ^or  Rebates,  Refunds,  ^Dis- 
((Tunts,  Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discnmination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,*  where  such  rebate,  refund, 
discount,  credit,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goods  of  like  grade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,^  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,2  or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customers  of  either  of  them:  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 

»  Para^-raph    (a)    of   Rule  18  shall   not  be  construed   as  embracinK   practices   prohibited  by 
paravraphs    (fc),    (e) ,  and    id)   of  this  rule. 
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or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance,  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions.— It  is  an  unfair  trade 
I)ractiee  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment  or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 
commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^  to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 

*  Sec  footnote,  p.  460. 
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modity  so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Illegal  Price  Discrimination. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,* 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  14.   Misrepresentation  as  to  Basil,  Etc. 

It  is  an  unfair  trade  practice  to  cause  any  tomato  paste  or  related 
product  to  be  represented,  directly  or  indirectly,  as  containing  basil 
leaf  or  any  other  ingredient  when  such  is  not  true  in  fact;  or  when 
such  basil  leaf  or  other  specified  ingredient  has  been  omitted  in  pack- 
ing from  various  or  sundry  cans  of  the  product  so  represented. 

GROUP  II* 

Rule  A.   Disclosure  of  Solids  Content. 

The  practice,  by  each  member  of  the  industry,  of  making  clear  and 
nondeceptive  disclosure  to  the  purchasing  public  of  the  percentage 
or  proportion  of  tomato  solids  present  in  his  product,  thereby  disclos- 
ing whether  his  tomato  paste  contains  only  the  minimum  percentage 
of  tomato  solids  or  some  higher  percentage,  is  recommended  as  a 
proper  and  desirable  practice  to  follow  in  the  interest  of  affording 
consumers  and  other  purchasers  correct  information  as  to  the  concen- 
tration of  the  product,  and  of  avoiding  confusion,  deception,  and  mis- 
representation in  respect  thereto. 
Rule  B.  Repudiation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by  the 
industry. 
Rule  C.  Fake  or  Fictitious  Bids. 

The  industry  condemns  fake  or  fictitious  bids  made  for  the  purpose 
of  deceiving  competitors  and  securing  undue  advantage.  If  plans  and 
specifications  are  changed  and  new  bids  called  for  after  the  original 
bids  have  been  submitted  and  opened,  the  same  fairness  should  obtain 
as  with  the  original  bid.  ' 

Rule  D.  Truthful  Disclosure  of  Quality  of  Products. 

In  the  interest  of  consumer  protection,  the  industry  records  itself 


*  See  footnote,  p.  460. 

*  S«e  pa«e  VIII  for  headnote  applicable  to  Group  11  Rules. 
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as  favoring,  and  recommends,  the  practice  of  members  making  fair 
and  truthful  disclosure,  in  their  advertising,  labeling,  sales  literature, 
and  other  selling  representations,  of  the  quality  and  content  of  their 
products. 

Rule  E.   Dissemination  of  Credit  Information. 

The  industry  records  its  approval  of  distributing  information  cover- 
ing delinquent  and  slow  accounts  insofar  as  it  may  be  lawfully  done. 

Promulgated  by  the  Federal  Trade  Commission  September  3,  1938. 
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TRADE  PRACTICE  RULES 
FOR  THB 

OLEOMARGARINE  MANUFACTURING  INDUSTRY 
PROMULGATED  SEPTEMBER  27,  1938 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  tlie  Oleomargarine  Mauufacturing  Industry, 
as  herein  set  forth,  are  promulgated  by  the  Federal  Trade  Commission 
under  its  trade  practice  conference  procedure. 

The  product  of  the  industry  to  which  the  rules  relate  is  oleomar- 
garine in  its  various  forms,  the  total  production  of  which,  according 
to  authoritative  sources,  for  the  fiscal  year  ended  June  30,  1938,  was 
411,725,009  pounds. 

In  the  course  of  the  proceedings  an  industry  conference  was  held  in 
Chicago,  Illinois,  under  the  Commission's  auspices,  and  proposed  trade 
practice  rules  were  submitted  by  members  of  the  industry.  Thereafter 
tentative  action  was  taken  by  the  Commission  on  the  rules  so  submitted 
and  a  draft  of  proposed  rules  was  made  available  upon  public  notice 
of  at  least  fifteen  days,  in  pui'suance  of  which  all  'interested  and 
affected  parties  were  afforded  opportunity  to  present  such  pertinent 
facts,  suggestions,  or  objections  as  they  desired  and  to  be  heard  in 
respect  to  the  proposed  rules.  Such  hearing  was  held  in  Washington 
and  all  matters  submitted  orally  and  in  writing  were  received  and 
filed  in  the  proceeding. 

Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken  and  the  rules  in  the  foim  appearing  herein  under  Group  I 
and  Group  II  were  respectively  approved  and  received  by  the  Com- 
mission. 

These  rules  do  not  in  any  respect  supplant,  or  relieve  anyone  of  the 
necessity  of  complying  with,  the  legal  requirements  of  the  pure  food 
laws  or  other  .provision  ot*  law.  They  are  established  under  statutes 
•administered  by  the  Federal  Trade  Commis.sion  for  the  purpose  of 
more  effectively  stamping  out  unfair  practices  in  the  interest  of  the 
public,  and  to  assist  in  general  law  enforcement  to  this  end. 

THE  RULES 

GROUP  I* 

Rule  1.  Misrepresentation  of  Industry  Products. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be 
made  or  published,  directly  or  indirectly,  any  false,  misleading,  or 


♦See  page  VIII  for  headnote  applicable  to  Group  I  Rulea. 


TRADE  PRACTICE  RULES 


145 


deceptive  statement  or  representation,  by  way  of  advertisement  or 
otherwise,  concerning  the  grade,  quality,  quantity,  use,  material,  con- 
tent, origin,  nutritive  value,  preparation,  manufacture,  or  distribution 
of  oleomargarine,  or  in  any  other  material  respect. 

Rule  2.  Misbranding. 

The  false  or  deceptive  marking  or  branding  of  oleomargarine  with 
any  word,  phrase,  name,  trade-mark,  label,  picture,  design,  device,  or 
other  representation,  with  respect  to  the  grade,  quality,  quantity,  use, 
content,  origin,  preparation,  manufacture,  or  distribution  of  such 
oleomargarine,  or  in  any  other  material  respect,  is  an  unfair  trade 
practice. 

Rule  3.  Substitution  of  Products  Not  Conforming  to  Specifications. 

The  substitution  and  delivery  to  customers,  without  the  consent  of 
the  purchaser,  of  oleomargarine  which,  does  not  conform  to  formula 
specifications,  samples,  or  representations  upon  which  the  purchase 
order  is  based;  or  the  substitution  or  delivery,  with  or  without  the 
consent  of  the  purchaser,  of  oleomargarine  which  does  not  conform  to 
applicable  Federal  or  State  laws  or  regulations;  with  the  purpose  or 
with  the  tendency  and  capacity  or  effect  of  misleading  or  deceiving, 
directly  or  indirectly,  the  purchasing  or  consuming  public,  is  an  un- 
fair trade  practice. 

Rule  4.   Misrepresentation  as  to  Milk  Content. 

Falsely  representing,  directly  or  indirectly,  through  advertising  or 
otherwise,  that  any  type  of  oleomargarine  contains  milk  when,  in  fact, 
the  cream  or  any  other  food  content  has  been  extracted  therefrom,  for 
the  purpose  or  with  the  tendency,  capacity,  or  effect  of  misleading  or 
deceiving  purchasers,  prospective  purchasers,  or  the  consuming  public, 
is  an  unfair  trade  practice. 

Rule  5.  Misrepresentation  as  to  Fat  Content. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
sell,  or  offer  for  sale  through  advertising  or  otherwise,  any  oleomargar- 
ine the  fat  content  of  which  is  less  than  that  specified  in  applicable 
regulations,  duly  promulgated  by  authority  of  law,  for  the  purpose, 
or  with  the  tendency,  capacity,  or  effect,  of  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public. 

Rule  6.    Compliance  with  State  and  Federal  Specification  Require- 
ments. 

It  is  an  unfair  trade  practice  to  sell  or  distribute,  or  cause  to  be  sold 
or  distributed,  any  oleomargarine  manufactured  in  conformity  with 
formula  specifications  of  buyers  or  customers  or  otherwise,  when  such 
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formula  specifications  or  manufacture  is  violative  of  applicable  Federal 
or  State  laws  or  regulations  and  where  the  tendency  and  capacity  or 
the  effect  thereof  is,  directly  or  indirectly,  to  mislead  or  deceive  the 
purchasing  or  consuming  public. 

Rule  7.  Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  products  manufactured  or  sold  by  such  industry  member  or 
the  maker  of  such  gift  or  offer  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  fleal  with  competitors. 

Rule  8.   Unlawful  Interference  with  Raw  Material  Purchases, 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  by 
means  of  any  monopolistic  practices  or  through  combination,  con- 
spiracy, coercion,  boycott,  threats,  or  any  other  unlawful  means, 
directly  or  indirectly,  to  interfere  with  a  competitor's  right  to  pur- 
chase his  raw  materials  and  supplies  from  whomsoever  he  chooses,  or 
to  sell  his  product  to  whomsoever  he  chooses. 

Rule  9.  Defamation  of  Competitors  and  Disparagement  of  their  Prod- 
ucts. 

The  defamation  of  a  competitor  by  falsely  imputing  to  him  dishon- 
orable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparage- 
ment of  the  grade,  quality,  or  manufacture  of  the  products  of  a  com- 
petitor or  of  his  business  methods,  selling  prices,  credit  terms,  policies, 
or  services,  is  an  unfair  trade  practice. 

Rule  10.  False  Invoicing. 

Withholding  from  or  inserting  in  an  invoice,  billing,  or  statement 
any  material  information  by  reason  of  which  omission  or  insertion 
a  false  record  is  made,  wholly  or  in  part,  of  the  transaction  wl^ich 
such  invoice  or  billing  or  statement  purports  to  represent,  with  the 
purpose  or  effect  of  thereby  misleading  or  deceiving  purchasers,  pros- 
pective purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  11.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful 
contracts  between  competitors  and  their  customers  or  their  suppliers, 
or  between  a  competitor  and  his  distributor  or  agent,  by  any  false  or 
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deceptive  means  whatsoever,  or  interfering  with  or  obstructing  the 
performance  of  any  such  contractual  duties  or  services  by  any  such 
means,  with  the  purpose  and  effect  of  unduly  hampering,  injuring,  or 
prejudicing  competitors  in  their  businesses,  is  an  unfair  trade  practice. 

Rule  12.  Enticing  Away  Employees  of  Competitors. 

Wilfully   enticing  away  the   employees   of   competitors,   with  the 
purpose  and  effect  of  unduly  hampering,   injuring,   or   prejudicing 
.competitors  in  their  businesses,  is  an  unfair  trade  practice. 
Rule  13.  Consignment  Selling. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
ase  the  practice  of  shipping  goods  on  consignment  or  pretended  con- 
signment for  the  purpose  and  with  the  effect  of  artificially  clogging 
trade  outlets  and  unduly  restricting  competitors'  use  of  said  trade 
Dutlets  in  getting  their  goods  to  consumers  through  regular  channels 
)f  distribution,  or  with  such  purpose  to  entirely  close  said  trade  out- 
lets to  such  competitors  so  as  to  substantially  lessen  competition  or 
tend  to  create  a  monopoly  or  to  unreasonably  restrain  trade:  Pro- 
videdj  however^  That  nothing  herein  shall  be  construed  or  used  as 
restricting  or  preventing  consignment  shipping  or  marketing  of  com- 
modities in  good  faith  and  without  artificial  interference  with  com- 
petitors' use  of  the  usual  channels  of  distribution  in  such  manner  as 
Thereby  to  suppress  competition  or  restrain  trade. 

Rule  14.  Publication  or  Circulation  of  False  or  Misleading  Price  Quo- 
tations, Etc. 

The  making,  publishing,  or  circulating  by  any  member  of  the  indus- 
try of  false  or  misleading  price  quotations,  price  lists,  terms  or  condi* 
tions  of  sale,  or  reports  as  to  production  or  sales,  with  the  tendency, 
capacity,  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 
Rule  15.  Selling  Below  Cost. 

The  practice  of  selling  oleomargarine  below  the  seller's  cost,  with 
the  intent  and  with  the  effect  of  injuring  a  competitor  and  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  unreasonably  restrain  trade,  is  an  unfair  trade  practice ; 
ill  elements  recognized  by  good  accounting  practice  as  proper  elements 
jf  such  cost  shall  be  included  in  determining  cost  under  this  rule. 
Rule  16.  *'Loss  Leaders.'' 

The  practice  of  selling  oleomargarine  below  the  seller's  cost  as  a 
Moss  leader"  to  induce  the  purchase  of  any  other  product  of  the  in- 
lustry,  the  sale  of  the  latter  being  used  to  recoup  the  loss  sustained 
m  the  **loss  leader"  product  so  sold,  with  the  tendency  or  capacity 
to  mislead  or  deceive  purchasers,  prospective  purchasers,  or  the  con- 
suming public,  is  an  unfair  trade  practice. 
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Rule  17. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dxb 
counts,  Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discrimination. — 
Jt  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
r>ecretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  payment  of  dealer's  license,  or  other  form  of  price  differ- 
ential,^ where  such  rebate,  refund,  discount,  credit,  payment  of  dealer's 
license,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goods  of  like  grade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,^  and  w^here  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,^ or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customers  of  either  of  them :  Provided^  however —    ' 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered ; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce-  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  ThatTiothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  goo<l 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
l)ractice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 


>  Paragraph    (a)    of  Rule   17  shall   not   he  eonstrued  as  embracing   practices   prohibited    by 
paragraphs    (b).    (c).  and    (rf)    of  ihis  rule. 
*  See  footnote,  p.  460. 
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dise,  either  to  the  otlier  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid.  « 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*-^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
l)ensation  or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 
commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  coin- 
merce2  to  discriminate  in  favor  of  one  purchaser  against  anoth'.  r 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  b>' 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Illegal  Price  Discrimination.— It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,^ 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 


GROUP  II* 

Rule  A.   Cost  Records. 

It  is  the  judgment  of  the  industry  that  each  member  should  inde- 
pendently keep  proper  and  accurate  records  for  determining  his  costs. 
Rule  B.   Repudiation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 

=  See  footnote,  p.  460. 

•  See  pafce  VIH  for  headnote  applicable  to  Group  11  Rules. 
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rising  market  or  by  buyers  on  a  declining  market  is  condemned  by 
the  industry. 

Rule  C.  Promotion  of  Use  of  American  Agricultural  Products. 

The  industry  recommends  that  the  members  thereof  in  the  manu- 
facture of  their  products  encourage  and  promote  the  greater  consump- 
tion of  raw  materials  produced  by  American  agriculture. 

Promulgated  by  the  Federal  Trade  Commission  September  27,  1938. 
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TRADE  PRACTICE  RULES 
FOR  THE 

SILK  INDUSTRY 
PROMULGATED  NOVEMBER  4,  1938 


STATEMENT  BY  THE  COMMLSSION 

Trade  practice  rules  for  the  Silk  Industry,  as  herein  set  forth,  are 
promulgated  by  the  Federal  Trade  Commission  under  its  trade  prac- 
tice conference  procedure.  The  general  purpose  of  the  rules  is  to  foster 
and  promote  fair  competitive  conditions  and  the  protection  of  the 
purchasing  and  consuming  public  in  the  interest  of  both  the  industry 
and  the  public;  to  this  end  to  provide  for  proper  identification  and 
disclosure  of  material  content  of  merchandise  containing  or  purport- 
ing to  contain  silk  in  whole  or  in  part;  to  make  provision  for  accurate 
designations  and  descriptions  to  be  used  in  marketing  such  products; 
and  to  eliminate  and  -prevent  misrepresentation,  deceptive  conceal- 
ment, and  other  unfair  methods  of  competition  or  unfair  or  deceptive 
acts  or  practices. 

In  the  course  of  the  proceedings  an  industry  conference  was  held 
in  Washington,  D.  C,  under  the  Commission's  auspices,  and  proposed 
trade  practice  rules  were  submitted  by  members  of  the  industry .v 
Thereafter  tentative  action  was  taken  by  the  Commission  on  the  rules 
so  submitted  and  a  draft  of  proposed  rules  was  made  available  upon 
public  notice  of  at  least  fifteen  days,  in  pursuance  of  which  all  inter- 
ested and  affected  parties  were  afforded  opportunity  to  present  such 
pertinent  facts,  suggestions,  or  objections  as  they  desired  and  to  be 
heard  in  respect  to  the  proposed  rules.  Such  hearing  was  held  in 
Washington  and  all  matters  submitted  orally  or  in  writing  were  re- 
ceived and  filed  in  the  proceeding. 

Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken  and  the  rules  in  the  form  appearing  herein  under  Group  I 
and  Group  II  were  respectively  approved  and  received  by  the  Com- 
mission. 

Information  received  in  the  premises  indicates  that  57,815,573 
pounds  of  raw  silk,  with  a  dollar  value  of  $106,594,358,  were  imported 
into  the  United  States  in  1937.  This  raw  product  was  converted  by 
American  mills  and  factories  into  more  than  60  varieties  of  finished 
goods  with  a  total  retail  sales  value  of  approximately  $600,000,000. 
Such  American  industry  is  reported  to  have  a  capital  investment  of 
more  than  $500,000,000  and  to  afford  direct  employment  in  the  United 
States  to  approximately  250,000  persons. 

As  promulgated  the  Group  I  rules  are  intended  to  afford  a  helpful 
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guide  to  the  industry  and  the  public  in  respect  to  the  described  unfair 
trade  practices,  which  are  considered  by  the  Commission  to  be  harmful 
and  illegal.  The  requirements  of  law  as  expressed  in  such  rules  are 
binding  upon  all  engaged  directly  or  indirectly  in  promoting  the  sale 
or  distribution  or  other  marketing  of  the  fiber,  yam,  thread,  strands, 
fabric,  garments,  and  products  specified. 

The  rules  for  the  Silk  Industry  herein  promulgated  supersede  and 
replace  prior  rules  published  by  the  Federal  Trade  Commission  on 
June  18,  1932,  concerning  the  subject  of  silk  weighting. 

THE  RULES 
GROUP  I* 

The  unfair  trade  practices  which  are  embraced  in  these  Group  I 
rules  are  considered  to  be  unfair  methods  of  competition,  unfair  or 
deceptive  acts  or  practices,  or  other  illegal  practices,  prohibited, 
within  the  purview  of  the  Federal  Government,  by  acts  of  Congress 
as  construed  in  the  decisions  of  the  Federal  Trade  Commission  or 
the  courts;  and  appropriate  proceedings  in  the  public  interest  will  be 
taken  by  the  Commission  to  prevent  the  use,  by  any  person,  partner- 
ship, corporation,  or  other  organization,  of  such  unlawful  practices 
in  of  directly  affecting  interstate  commerce. 

Such  provisions  of  the  rules  express  requirements  which  are  ap- 
plicable to  all  sellers,  whether  importers,  manufacturers,  converters, 
distributors,  dealers,  or  other  vendors.  Each  has  the  definite  respon- 
sibility of  seeing  to  it  that  the  Merchandise  as  it  is  advertised  by  him 
or  as  it  is  introduced  by  him  into  the  channels  of  trade  or  commerce 
is  properly  labeled  and  represented  in  keeping  with  the  requirements 
of  such  Group  I  rules. 

The  labeling  and  other  requirements  respecting  the  fiber,  yarn, 
thread,  strands,  fabric,  or  garment  or  other  product  covered  by  the 
rules  apply  to  such  merchandise  in  whatever  form  it  may  be  sold  or 
distributed. 

In  the  case  of  finished  garments  or  articles  manufactured  for  distri- 
bution through  the  channels  of  trade  to  the  ultimate  consuming  public 
without  intermediate  processing,  it  is  deemed  proper  practice  for 
manufacturers  thereof  not  only  to  label  the  garment  or  article  with 
proper  disclosure  of  material  content  and  other  disclosure  as  is 
required  by  these  rules,  but  also  to  cause  the  labeling  (tagging  or 
branding)  to  be  done  in  such  manner  as  to  carry  through  the  ordinary 
channels  of  trade  to  the  ultimate  consumer  and  be  appropriate  in  the 
sale  or  resale  of  the  garment  or  article  to  the  consuming  public,  thereby 
rendering  further  or  additional  labeling  as  to  material  content  unnec- 
essary so  long  as  the  proper  label,  tag,  or  brand  affixed  by  the  manii- 
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*  See  p«8re  VITI  for  headnote  applicable  to  Group  I  Rules. 


I'acturer  remains  on  the  garment  or  article  and  the  material  content 
of  the  product  has  not  been  changed.  This  shall  not,  however,  be 
construed  as  relieving  dealers  or  other  vendors  of  any  of  their  respon- 
sibility under  the  rules  of  seeing  to  it  that  the  garment  or  article 
bears  a  proper  and  appropriate  label,  brand,  or  tag  disclosing  the 
information  required  by  these  rules  to  be  disclosed  and  that  it  is  not 
falsely  or  deceptively  labeled,  nor  otherwise  marked,  advertised,  rep- 
resented, or  offered  for  sale  in  a  manner  contrary  to  the  provisions 
of  these  rules. 

Rule  1. 

(o)  Silk  Defined. — Silk  is  the  natural  fiber  derived  from  the  cocoon 
of  the  silkworm. 

(6)  Deceptive  Passing  Off  of  Silk. — It  is  an  unfair  trade  practice 
to  cause  any  silk  fiber,  yam,  thread,  strands,  fabric,  or  garment  or 
other  product  made  therefrom,  to  be  sold,  offered  for  sale,  distrib- 
uted, advertised,  described,  branded,  labeled,  or  otherwise  represented : 
(1)  as  not  being  silk;  or  (2)  as  being  something  other  than  silk; 
or  (3)  without  disclosure  of  the  fact  that  such  material  or  product 
is  silk,  made  clearly  and  unequivocally  in  the  invoices,  in  labels,  tags, 
or  brands  attached  to  the  merchandise,  and  in  whatever  advertising 
matter,  sales  promotional  descriptions,  or  representations  thereof  may 
be  used,  however  disseminated  or  published,  where  such  nondisclosure 
has  the  capacity  and  tendency  or  effect  of  misleading  or  deceiving  the 
purchasing  or  consuming  public. 

(c)  It  is  an  unfair  trade  practice  to  cause  any  fiber,  yam,  thread, 
strands,  fabric,  garment,  or  other  product,  containing  or  purporting 
to  contain  silk  of  any  kind  in  whole  or  in  part,  to  be  offered  for  sale, 
sold,  or  distributed  under  any  conditions  of  deceptive  concealment 
of  the  fiber  content  or  under  any  other  deceptive  or  misleading  condi- 
tions or  representations. 

Rule  2.  SUkNoU. 

{a)  Silk  Noil  is  w^aste  silk  produced  in  the  operations  incident  to 
manufacture  of  spun  silk.  The  term  **silk  noil**  as  used  in  these 
rules,  however,  shall  not  be  construed  as  including  spun  silk,  except 
to  the  extent  such  spun  silk  is  made  of  silk  noil.  For  purposes  of 
making  disclosure,  under  these  rules,  as  to  content  of  product,  such 
silk  noil  may  be  designated  as  '*Silk  Noil,*'  **Noil  Silk,**  '*Silk  Waste,** 
or  "Waste  Silk.** 

(6)  In  offering  for  sale,  selling,  or  distributing,  or  promoting  the 
*ale  or  distribution  of,  any  fiber,  yam,  thread,  strands,  fabric,  or 
garment  or  other  product,  containing  silk  noil  either  in  whole  or  in 
I>art,  full  and  non deceptive  disclosure  of  the  presence  of  such  silk 
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noil  should  be  made  in  labels,  tags,  or  brands  affixed  to  the  merchandise 
and  in  the  invoices  and  in  such  advertising  matter,  sales  promo- 
tional descriptions,  or  representations  as  may  be  used  in  respect 
thereof,  however  disseminated  or  published;  and  it  is  an  unfair  trad*^ 
practice  to  deceptively  conceal  the  presence  of  such  silk  noil  or  to 
fail  or  refuse  to  make  said  disclosure,  having  the  capacity  and  ten- 
dency or  effect  of  thereby  misleading  or  deceiving  the  purchasing  or 
consuming  public.  In  the  use  of  the  term  **silk  noil,'*  *'noil  silk," 
**silk  waste,''  or  ** waste  silk,''  the  words  **noil"  and  '* waste"  shall 
not  be  misleadingly  or  deceptively  minimized,  obscured,  remotely 
placed,  or  rendered  inconspicuous. 

Rule  3.  Pure  Silk, 

(a)  It  is  an  unfair  trade  practice  to  use  the  term  or  phrase  "Pure 
Silk,"  **A11  Silk,"  "Pure  Dye  Silk,"  or  the  distinctive  term  or  phraso 
"Pure  Dye"  or  the  unqualified  word  "Silk,"  or  any  other  word,  term, 
phrase,  designation,  or  representation  of  similar  import,  as  descriptive 
of  any  fiber,  yarn,  thread,  strands,  fabric,  or  garment  or  other  product 
containing  the  same,  (1)  the  fiber  content  of  which  is  not  silk  exclu- 
sively; or  (2)  which  contains  any  metallic  weighting  whatsoever;  or 
(3)  which  contains  any  loading  or  adulterating  materials,  or  other  for- 
eign or  added  substance  or  material  (except  the  necessary  dyeing  and/ 
or  finishing  materials  required  to  produce  the  color  and  finish  of  the 
product).  Such  necessary  dyeing  and/or  finishing  materials  shall, 
however,  in  no  case  exceed  10%  in  the  aggregate,  except  black,  whit-h 
shall  not  exceed  15%  in  the  aggregate.  These  percentages  shall  be 
computed  upon  the  weight  of  the  silk  in  its  finished  state.  Nothing 
in  this  rule  shall  be  construed  as  permitting  the  use  of  dyeing  or  finish- 
ing materials,  either  within  or  in  excess  of  such  107©  and  15%  limit.s. 
for  the  purpose  or  with  the  result  of  thereby  deceptively  loading  tin- 
product  with  excess  or  unnecessary  dyeing  or  finishing  materials. 

(b)  Nothing  in  this  rule  shall  prohibit  the  use  of  the  term  or  phrase 
"Pure  Silk,"  "Pure  Dye  Silk,"  or  "Silk,"  in  a  truthful  and  nondecep- 
tive  manner,  as  descriptive  of  the  silk  content  of  a  mixed  fabric: 
Provided,  Said  content  meets  the  requirements  of  the  foregoing  para 
graph  (a). of  this  Rule  3  and  the  requirements  of  Rule  7  as  to  mixed 
goods:  And  provided  further,  It  is  accurately  and  in  immediate  con 
junction  disclosed  clearly  and  unequivocally  that  such  term  or  phrase 
so  employed  is  used  as  applying  only  to  the  silk  content  of  such  mixed 
fabric — such  as,  for  example: 

"Rayon  and  Pure  Silk" 

or 

"Rayon  and  Silk" 

or 

'60%. Rayon,  40%  Pure  Dye  Silk." 
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Rule  4.   Weighted  Silk. 

(a)  Pull  and  nondeceptive  disclosure  of  the  presence  of  metallic 
weighting,  together  with  the  proportion  or  percentage  thereof,  in  any 
silk  or  silk  product  of  any  kind,  shall  be  made  in  labels,  tags,  or 
brands  attached  to  the  merchandise  and  in  the  invoices  and  in  what- 
ever advertising  matter,  sales  promotional  descriptions,  or  representa- 
tions may  be  used  in  respect  thereto,  however  disseminated  or  pub- 
lished, to  the  end  that  misrepresentation  of  the  merchandise  or  decep- 
tion of  the  purchasing  or  consuming  public  may  be  avoided  and  pre- 
vented; and  it  is  an  unfair  trade  practice  (1)  to  fail  or  refuse  to 
make  such  full  and  nondeceptive  disclosure  through  the  means  stated 
and  in  conformity  with  the  requirements  of  this  rule;  or  (2)  other- 
wise to  deceptively  conceal  the  presence  of  such  metallic  weighting  or 
the  percentage  or  proportion  thereof. 

(h)  The  percentage  or  proportion  of  such  metallic  weighting  to  be 
disclosed  under  this  rule  shall  be  that  proportion  or  percentage  which 
the  total  weight  of  such  metallic  substance  bears  to  the  total  weight 
of  the  silk  in  its  finished  state;  subject,  however,  to  the  allowance 
of  a  tolerance  of  five  points'  variation  from  such  stated  percentage  or 
proportion  to  the  extent  the  variation  is  due  to  unavoidable  variations 
in  processing  and  not  to  lack  of  reasonable  effort  to  state  the  percentage 
or  proportion  accurately.  The  following  are  illustrative  examples  of 
the  disclosure  provided  for  in  this  rule : 

"Silk,  Weighted  25%" 
or 
Silk  with  25%  Metallic  Weighting" 


( < 


or 


tt . 


"Silk  (weighted  25%)  and  Rayon." 

(c)  Nothing  in  this  rule,  however,  shall  be  construed  as  prohibit- 
ing the  making  of  such  disclosure  as  to  weighting  and  the  percentage 
thereof  by  truthfully  and  nondeceptively  disclosing  that  the  weight- 
ing is  not  over  a  certain  percentage,  or  that  the  weijrhting  in  such 
parts  of  the  product  as  consist  of  weighted  silk  ranges  from  a  certain 
minimum  to  a  certain  maximum  figure,  such  as,  for  exami)le : 

"Silk,  Weighted  up  to  50%" 
"Silk,  Weighted  not  over  50%" 
"Silk,  Weighted  between  25%  and  50%" 
"Silk  with  25%  to  50%  Weighting" 
"Silk,  Weighted  from  25%  to  50%." 

(d)  In  making  disclosure  under  these  rules  as  to  weighting,  the 
disclosure  of  the  fact  that  the  product,  or  respective  part  thereof,  is 
weighted  and  of  the  percentage  or  proportion  of  weighting,  shall  be 
made  plainly  and  unequivocally,  also  in  immediate  conjunction  with 
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such  representations  of  content  as  are  used,  and  shall  not  be  set  forth 
in  such  manner  as  to  be  misleadingly  or  deceptively  minimized,  ob- 
scured, remotely  placed,  or  reitdered  inconspicuous. 

m 

(e)  In  case  any  such  product  so  weighted  with  metallic  substance 
is  silk  noil,  the  fact  that  such  is  noil  shall  also  be  disclosed  in  accordance 
with  the  requirements  of  Rule  2  and  in  addition  to  said  disclosure  as 
to  weighting  materials — such  as,  for  example: 

Silk  Noil,  Weighted  25%" 
Noil  Silk  with  25%  Weighting.*' 

Rule  5.  Special  Finishing  Materials,  Excess  Finishing  Materials,  Load- 
ing or  Adtdterating  Materials. 

(a)  This  rule  applies  to  nonfibrous  materials  other  than  metallic 
weighting  provided  for  in  Rule  4  and  other  than  the  necessary  dyeing 
and/or  finishing  materials  referred  to  in  Rule  3. 

(b)  The  presence  of  such  nonfibrous  materials  which  have  been 
added  to  any  fiber,  yarn,  thread,  strands,  or  fabric  shall  be  truthfully 
and  nondeceptively  disclosed  in  accordance  with  the  following  require- 
ments of  this  rule,  to  the  end  that  misunderstanding,  confusion,  and 
deception  of  the  purchasing?  or  consuming  public  may  be  avoided  and 
prevented. 

(c)  In  the  ease  where  such  nonfibrous  material  has  been  added  to 
the  product  as  special  finishing  materials  the  product  shall  be  desig-  ' 
nated  and  described  in  such  manner  as  will  clearly  and  nondeceptively 
disclose  to  the  purchasing  and  consuming  public  that  such  added 
finishing  materials  are  present  in  the  product.  The  term  ** special 
finishing  materials"  as  used  in  this  rule  means  such  finishing  materials 
as  are  added  to  the  product  for  the  purpose  and  with  the  effect  of 
thereby  imparting  certain  useful  properties  to  the  product,  such  as 
water-repellent  qualities,  etc. 

(d)  In  cases  of  fiber,  yarn,  thread,  strands,  or  fabric  where  non- 
fibrous materials  have  been  added  to  or  are  present  in  the  product 
as  excess  dyeing  or  finishing  materials,  loading,  or  adulterating  ma- 
terials, full,  clear,  and  nondeceptive  disclosure  of  the  presence  of  such 
excess  dyeing  or  finishing  materials,  or  loading  or  adulterating  ma- 
terials, and  of  the  maxipium  percentage  or  proportion  in  which  such 
materials  are  present,  shall  be  made  in  tags,  labels,  or  brands  attaclied 
to  the  product,  in  the  invoices,  and  in  whatever  advertising  or  trade 
promotional  descriptions  or  representations  may  be  used  in  respect 
to  the  product,  however  disseminated  or  published. 

(e)  It  is  an  unfair  trade  practice  to  fail  or  refuse  to  make  such 
disclosure  provided  for  in  this  rule,  such  failure  or  refusal  having 
the  capacity  and  tendency  or  effect  of  misleading  or  deceiving  the 
])urchasing  or  e(msuming  public;  and  it  is  an  unfair  trade  practice 


TRADE  PRACTICE  RULES 


157 


to  omit  or  fail  to  take  such  other  steps  as  may  be  necessary  to  avoid 
the  sale  or  distribution  of  such  products  in  the  channels  of  trade 
or  to  the  purchasing  or  consuming  public  under  false,  misleading,  or 
deceptive  representations  or  conditions. 

Rule  6.   Terms  ''Silk/'  ''Wool/'  "Linen/'  "Flax/'  "Cotton/'  etc. 

It  is  an  unfair  trade  practice  to  use,  or  cause  to  be  used,  as  descrip- 
tive of  any  textile  merchandise,  the  word  **silk"  or  word,  term,  or 
representation  of  similar  import,  either  alone  or  in  conjunction  with 
the  words  **wool,"  "linen,"  *'flax,"  '* cotton,"  ** rayon,"  or  other  term 
er  representation,  such  as,  for  example,  **Silk  Rayon,"  ** Rayon  Silk," 
*'Silk  Linen,"  "Linen  Silk,"  etc.,  so  as  to  import  or  imply  that  the 
product  is  silk  or  contains  silk  or  has  the  properties  of  silk,  when 
such  is  not  the  fact.  However,  nothing  in  this  rule  shall  prohibit  the 
use  of  the  words  "silk,"  "rayon,"  "wool,"  "linen,"  "flax,"  or 
"cotton"  in  any  truthful  and  nondeceptive  designation  or  representa- 
tion made  in  conformity  with  the  requirements  of  Rule  7  as  to  disclosure 
of  mixed  goods. 

Rule  7.  Mixed  Goods. 

In  the  case  of  any  yarn,  thread,  strands,  fabric,  or  garment  or  other 
product  made  therefrom,  containing  a  mixture  of  any  kind  of  silk 
and  other  fiber  or  fibers,  full  and  nondeceptive  disclosure  of  the  fiber 
content  of  such  merchandise  should  be  made  in  accordance  with  the 
hereinafter  stated  provisions  of  this  rule,  to  the  end  that  the  purchas- 
ing and  consuming  public  may  be  informed  as  to  the  contents  of 
such  merchandise  and  that  deceptive  concealment,  misunderstanding, 
misrepresentation,  and  unfair  practices  in  the  marketing  of  such 
merchandise  in  the  channels  of  trade  and  to  the  public  may  be  avoided 
and  prevented.  And  it  is  an  unfair  trade  practice  to  conceal  the  presence 
of  any  fiber  constituent  of  such  merchandise,  or  to  fail  or  refuse  to 
make  said  disclosure  of  fiber  constituents,  having  the  capacity,  tendency, 
or  effect  of  misleading  or  deceiving  the  purchasing  or  consuming  pub- 
lic. Such  disclosure  of  the  fiber  content  of  said  products,  pursuant 
to  this  rule,  shall  be  made  by  accurately  designating  and  naming 
each  constituent  fiber  thereof  in  the  order  of  its  predominance  by 
weight,  beginning  with  the  largest  single  constituent,  such  as,  for 
example,  "Silk,  Rayon,  and  Wool,"  for  yam,  thread,  strands,  or  fabric 
composed  of  silk,  rayon,  and  wool  and  containing  silk  in  larger  pro- 
portion than  either  rayon  or  wool  and  containing  rayon  in  greater 
proportion  than  wool;  subject  to  the  following: 

U)  Said  disclosure  shall  be  made  in  labels,  brands,  or  tags  attached 
to  the  merchandise  and  in  such  advertising  and  sales  promotional 
descriptions  or  representations  of  the  product  as  may  be  used,  how- 
ever disseminated  or  published.    Said  disclosure  shall  also  be  made 
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in  such  other  documents,  passing  from  seller  to  purchaser,  as  may  be 
necessary  to  fully  inform  purchasers  of  the  fiber  content  of  the  mer- 
chandise and  to  avoid  and  prevent  the  sale  or  resale  of  the  merchandise 
under  deceptive  or  misleading  conditions. 

(II)  In  setting  forth  a. disclosure  of  the  names  of  the  fiber  con- 
tained in  any  such  mixed  product  of  two  or  more  fibers,  the  respec- 
tive name  of  any  such  fiber  shall  not  be  set  forth  in  type  or  manner 
so  disproportionately  enlarged,  emphasized,  or  conspicuously  placed 
as  thereby  to  have  the  capacity,  tendency,  or  effect  of  misleading  or 
deceiving  the  purchasing  or  consuming  public  into  the  belief  that  a 
greater  proportion  of  such  over-emphasized  fiber  is  present  than 
is  in  fact  true;  such  as,  for  example,  in  printing  or  otherwise  settinj; 
forth  said  illustrative  disclosure  of  **Silk,  Rayon,  and  Wool,"  the 
word  **silk"  or  the  word  **wool**  shall  not  be  disproportionately  en- 
larged or  otherwise  emphasized  in  such  manner  as  to  have  the  capacity, 
tendency,  or  effect  of  misleading  or  deceiving  the  purchasing  or  con- 
suming public  in  respect  to  the  proportion  or  effective  character  of  the 
silk  or  the  wool  in  such  mixed  product. 

(III)  In  case  the  product  contains  silk  noil,  weighted  silk,  special 
or  excess  finishing  materials  or  loading  or  adulterating  materials,  the 
disclosure  thereof  shall  be  made  in  conformity  with  the  applicable 
provisions  of  the  other  Group  I  rules,  namely.  Rule  2  respecting  silk 
noil.  Rule  4  respecting  weighted  silk.  Rule  5  respecting  special  or 
excess  finishing  materials,  loading,  or  adulterating  materials. 

(IV)  Where  the  fiber  or  fibers  comprising  at  least  95^1  of  tho 
mixed  product  are  disclosed  not  only  by  name  as  required  by  the 
foregoing  provisions  of  this  rule,  but  also  with  the  percentage  of  each 
in  the  order  of  predominance  by  weight  as  recommended  in  Rule 
A,  Group  II,  then  the  remaining  5%  or  less  of  the  fiber  content  of 
such  product  may  be  designated  and  disclosed  ^s  '* Other  Fibers" 
or  ** Miscellaneous  Fibers":  Provided,  Such  5%  proportion  or  less  is 
not  definitely  known  to  be  composed  of  one  fiber  or  readily  ascei- 
tainable  as  consisting  of  but  one  fiber,  but  on  the  contrary  is  com- 
posed of  fibers  which  may  be  of  various  kinds,  the  percentages  or 
quantities  of  each  of  which  are  not  definitely  known  or  readily 
ascertainable:  And  provided  further,  That  such  fiber  content  desig- 
nated or  disclosed  as  ** Other  Fibers"  or  ** Miscellaneous  Fibers"  is  not 
otherwise  misrepresented.  Illustrative  examples  of  the  disclosure  pro- 
vided for  under  this  rule  are  as  follows:  **50%  Silk,  46%  Rayon,  4% 
Other  Fibers"  or  *'55%  Silk,  40%  Wool,  5%  Miscellaneous  Fibers"  f^r 
products  composed  of  the  respective  stated  percentages  of  silk,  rayon, 
and  wool  and  composed  in  the  remainder  of  fibers  the  proportion  or 
percentage  of  each  of  which  is  not  definitely  known  or  readily  ascer- 
tainable, including  such  small  additional  amounts  of  silk  or  rayon 
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may  be  present  due  to  unavoidable  variations  in  manufacturing 
processes. 

(V)  In  making  disclosure  of  fiber  content  under  these  rules  by 
choosing  to  specifically  name  any  particular  fiber  in  any  such  mixed 
product  which  is  present  in  the  proportion  of  5%  or  less  by  weight 
of  the  entire  content,  the  name  of  the  fiber  shall  be  accompanied  in 
imipediate  conjunction  therewith  by  accurate  and  nondeceptive  dis- 
closure of  the  percentage  or  proportion  in  which  said  specifically 
named  fiber  is  present,  such  as,  for  example,  **2%  Silk"  or  **2%  Wool," 
to  the  end  that  the  purchasing  or  consuming  public  may  not  be 
misled  or  deceived  into  the  erroneous  belief  that  said  fiber  is  present 
in  a  greater  or  lesser  proportion  than  is  in  fact  true.  Nothing  in  this 
rule  shall  be  construed  as  permitting  the  concealment  of  the  per- 
centage in  which  any  fiber  is  present  above  5%  where  conditions  or 
circumstances  misleading  or  deceptive  to  the  purchasing  or  consuming 
public  may  be  produced  by  reason  of  such  concealment. 

(VI)  In  setting  forth  any  item,  name,  statement,  percentage,  or 
other  information  required  to  be  disclosed  under  this  or  any  other 
rule  hereof,  the  same  shall  be  set  forth  clearly  and  unequivocally  and 
not  in  type  or  manner  so  disproportionate,  or  so  minimized,  obscured, 
or  remotely  or  inconspicuously  placed,  as  to  be  misleading  or  deceptive 
to  the  purchasing  or  consuming  public. 

Rule  8.   Passing  Off  Merchandise  as  and  for  Silk. 

(a)  It  is  an  unfair  trade  practice  to  offer  for  sale,  sell,  distribute, 
describe,  brand,  label,  advertise,  or  otherwise  represent,  directly  or 
indirectly,  any  fiber,  yam,  thread,  strands,  fabric,  or  garment  or  other 
product  made  therefrom,  as  being  silk  or  as  containing  silk  of  any 
kind  or  as  having  any  of  the  properties  of  silk,  when  such  is  not 
the  fact. 

(h)  In  the  case  of  fiber,  yarn,  thread,  strands,  fabric,  or  garment  or 
other  product,  not  containing  silk  of  any  kind  but  which  has  been 
manufactured  or  processed  in  such  manner  as  to  simulate  silk  or  which 
purports  to  contain  silk,  in  whole  or  in  part,  the  failure  or  refusal 
to  make  full  and  nondeceptive  disclosure  of  the  fiber  content  of  such 
merchandise,  in  conformity  with  law  and  applicable  rules  and  regu- 
lations thereunder,  and  so  as  to  avoid  and  prevent  deceptive  conceal- 
ment, confusion,  misunderstanding,  and  misrepresentation,  is  an  un- 
fair trade  practice. 

Rule  9.  Deteriorated  or  Damaged  Merchandise. 

In  any  case  of  merchandise,  composed  wholly  or  in  part  of  silk, 
the  character,  quality,  or  value  of  which  has  become  impaired  through 
age,  deterioration,  or  damage,  it  is  an  unfair  trade  practice  in  the  sale 
or  distribution  of  such  merchandise  to  conceal  such  impairment  for 
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the  purpose  or  with  the  capacity  and  tendency  or  effect  of  misleading 
or  deceiving  the  purchasing  or  consuming  public  in  respect  to  the 
character,  quality,  value,  or  condition  of  such  merchandise. 

Rule   10.    Encouraging    or    Promoting    Misleading    Merchandising 
Methods,  . 

It  is  an  unfair  trade  practice  for  any  person,  partnership,  or  corpo- 
ration to  induce,  aid,  or  abet  an  importer,  converter,  manufacturer,  dis- 
tributor, dealer,  or  other  person  to  cause  any  fiber,  yarn,  thread, 
strands,  fabric,  or  garment  or  other  product,  containing  or  purport- 
ing to  contain  silk  in  whole  or  in  part,  to  be  advertised,  represented, 
offered  for  sale,  sold,  or  distributed  through  any  means  or  devices  or 
under  any  conditions  which  have  the  capacity  and  tendency  or  effect 
of  causing,  promoting,  or  aiding  the  marketing  of  any  such  merchan- 
dise in  the  channels  of  trade  or  to  the  consuming  public  under  false, 
misleading,  or  deceptive  circumstances  or  representations. 

Rule  11.   Word  **8ilk'*  as  Part  of  Trade  or  Corporate  Name. 

(a)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  or 
corporation  to  use  the  word  "silk,**  or  word,  term,  or  representation  of 
similar  import,  as  part  of  a  trade  or  corporate  name  indicative  of  a 
silk  business  or  silk  products  unless  at  least  a  substantial  part  of  such 
business  is  devoted  to  silk  or  silk  products  and,  as  to  any  merchan- 
dise of  said  business  which  is  not  composed  wholly  of  silk,  full  and 
nondeceptive  disclosure  is  made,  in  immediate  conjunction  with  such 
trade  or  corporate  name,  of  the  fact  that  such  merchandise  is  not  silk 
but  is  composed  of  or  contains  other  named  fibers. 

(b)  It  is  an  unfair  trade  practice  (1)  to  use  the  word  ''silk,"  or 
word,  term,  or  representation  of  similar  import,  in  any  trade-mark 
indicative  of  silk,  when  the  merchandise  which  bears  such  mark,  or 
which  is  advertised,  offered  for  sale,  sold,  or  distributed  thereunder, 
is  not  in  fact  composed  of  silk;  or  (2)  to  use  said  trade-mark  in  any 
other  manner,  or  under  any  other  condition,  which  is  misleading  or 
deceptive. 

Rule  12.    Misrepresentations  as  to  Being  a  Manufacturer,  Producer, 
or  Importer. 

(a)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  or 
corporation,  by  trade  or  corporate  name  or  otherwise,  to  hold  himself 
or  itself  out  as  being  a  manufacturer  or  producer  of  silk  or  silk  prod- 
ucts when  such  is  not  true  in  fact. 

(6)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  or 
corporation  in  the  conduct  of  business  to  represent  himself  or  itself, 
directly  or  indirectly,  as  having  or  operating  a  silk  business  in  whole 
or  in  part,  or  a  silk  department  or  branch,  or  as  being  an  importer 
of  silk,  when  such  is  not  true  in  fact;  or  in  any  other  manner  to 
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misrepresent  the  character,  nature,  or  status  of  the  business  of  such 
person,  partnership,  or  corporation. 

Rule  13.  Inducing  or  Abetting  Violation  of  Rules. 

(a)  It  is  an  unfair  trade  practice  for  any  importer,  manufacturer 
producer,  or  organization  to  aid,  abet,  induce,  or  coerce  a  dealer,  dis 
tributor,  or  other  vendor  to  omit  or  refuse  to  make  the  disclosure  as 
to  content  of  merchandise  required  by  the  foregoing  Group  I  rules 
or  to  otherwise  engage  in  any  of  the  unfair  trade  practices  specified 
in  such  rules. 

(6)  It  is  an  unfair  trade  practice  for  any  dealer  or  other  vendoi 
or  organization  to  induce,  aid,  abet,  or  coerce  an  importer,  manufae 
turer,  producer  or  other  seller  to  omit  or  refuse  to  comply  with  the 
requirements  of  the  foregoing  Group  I  rules,  or  to  otherwise  engage 
in  any  unfair  trade  practice  specified  in  such  rules. 


GROUP  II* 

Rule  A.    Disclosure  of  Proportions  of  Constituent  Fibers  in  Mixed 
Goods. 

The  practice  of  making  full  and  accurate  disclosure  of  the  propor 
tions  or  percentages  of  the  constituent  fibers  in  mixed  goods  is  approved 
as  a  proper  practice  to  the  end  that  salespersons,  dealers,  and  other 
marketers  of  such  products  may  have  accurate  information  of  the 
fiber  content  thereof  and  may,  in  turn,  correctly  inform  the  purchas- 
ing and  consuming  public,  thereby  avoiding  confusion,  misunderstand- 
ing, or  misrepresentation  as  to  the  nature  or  content  of  such  products. 
Any  action  taken  in  following  this  rule  should  be  consonant  with  the 
requirements  of  the  foregoing  Group  I  rules.  In  the  case  where  all 
fibers  present  are  listed  and  disclosed  by  name,  together  with  the 
percentage  in  which  each  is  present,  a  tolerance  of  not  to  exceed  3% 
variation  from  the  stated  percentages  may  be  allowed  to  the  extent 
that  such  variation  is  due  to  unavoidable  variations  in  manufacturing 
processes  and  not  to  lack  of  reasonable  effort  to  state  such  percentages 
accurately. 

Rule  B.   Terms  Descriptive  of  SUk  Fabrics  or  Relating  to  Weaves  or 
Textures. 

Subject  to  and  in  conformity  with  the  re<juirements  of  the  fore 
going  Group  I  rules,  the  practice  of  truthfully  qualifying  by  thf 
word  **silk"  all  words,  terms,  phrases,  or  representations  which  mean 
silk  or  are  associated  in  the  minds  of  the  purchasing  or  consuming 
public  with  fabrics  composed  of  silk  is  recommended  as  a  desirable 
practice.  For  example :  **silk  chiffon,"  '*silk  crepe,"  **silk  satin,"  **silk 
taffeta,"  etc. 


*  Se«  pace  VIII  for  haadnote  applicable  to  Group  II  Roles. 
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Rule  C.  Information  as  to  Treatment  and  Care  of  Product. 

The  practice  by  producers,  manufacturers,  and  distributors,  of  fur- 
nishing and  disseminating,  through  tags,  labels,  advertisements,  or 
other  publicity,  accurate  information  as  to  the  proper  treatment,  care, 
and  cleaning  of  the  products  covered  by  these  rules  is  approved  and 
recommended  as  a  desirable  practice  to  follow  in  the  interest  of  en- 
abling consumers  to  obtain  and  enjoy  full  benefit  of  the  desirable 
qualities  and  services  of  such  products. 

Promulgated  by  the  Federal  Trade  Commission  November  4,  1938. 
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FOR  THE 

BABY  CHICK  INDUSTRY 
PROMULGATED  DECEMBER  31,  1938 


STATEMENT  BY  THE  COJVIMISSION 

Trade  practice  rules  for  the  Baby  Chick  Industry,  as  herein  set 
forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

The  general  purpose  of  the  rules  is  to  foster  and  promote  fair  com- 
petitive conditions  and  the  protection  of  the  purchasing  and  consuming 
public,  and  to  this  end  to  eliminate  and  prevent  misrepresentation, 
deceptive  concealment,  and  other  unfair  methods  of  competition  or 
unfair  or  deceptive  acts  or  practices. 

In  the  course  of  the  proceedings  an  industry  conference  was  held 
in  St.  Paul,  Minnesota,  under  the  Commission's  auspices,  and  pro- 
posed trade  practice  rules  were  submitted  by  members  of  the  indus- 
try. Subsequently,  tentative  action  was  taken  by  the  Commission 
on  the  rules  so  submitted  and  a  draft  of  proposed  rules  was  made 
available  upon  public  notice  of  at  least  fifteen  days,  in  pursuance  of 
which  all  interested  and  affected  parties  were  afforded  opportunity 
to  present  such  pertinent  facts,  suggestions,  or  objections  as  they 
desired  and  to  be  heard  in  respect  to  the  proposed  rules.  At  the 
public  hearing  held  in  Washington,  all  matters  submitted  orally  or 
in  writing  were  received  and  filed  in  the  proceeding. 

Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken  and  the  rules  in  the  form  appearing  herein'  under  Group  I 
and  Group  II  were  respectively  approved  and  received  by  the  Com- 
mission. 

The  rules  for  the  Baby  Chick  Industry  herein  promulgated  super- 
sede and  replace  prior  rules  for  the  industry  as  published  by  the 
Federal  Trade  Commission  on  November  25,  1933. 


THE  RULES 
GROUP  I* 

Definition. — The  term  "baby  chicks"  as  used  In  these  rules  shall  be 
understood  as  including  turkey  poults,  goslings,  ducklings,  or  other  live 
young  poultry  to  be  raised  for  breeding  purposes  or  for  the  production  of 
eggs  and  other  poultry  products. 


*  Sec  pase  VIII  for  headnot«  applicable  to  Group  I  Rules. 
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Rule  1.  Misrepresentatian  of  Products. 

It  is  an  unfair  trade  practice,  in  the  course  of  or  in  connection 
with  the  offering  for  sale,  sale,  or  distribution  of  baby  chicks,  to  make 
or  publish,  or  cause  to  be  made  or  published,  directly  or  indirectly, 
any  false,  misleading,  or  deceptive  statement  or  representation  (whether 
in  the  form  of  advertisement,  guarantee,  warranty,  testimonial,  en- 
dorsement, depiction,  illustration,  or  other  form  of  representation? 
however  disseminated  or  published)  : 

(o)  Concerning  the  grade,  quality,  quantity,  breed,  pedigree, 
type,  sex,  sexing,  quick  maturity,  uniform  development,  charac- 
ter, nature,  origin,  weight,  color,  or  size  of  such  baby  chicks;  or 
(6)   Concerning  the  production,  sale,  or  distribution  of  any  such 
baby  chicks;  or 

(c)  Concerning  the  purported  supervision,  endorsement,  or  ap- 
proval of  any  poultry  breeding,  hatching,  or  other  operation  by 
Federal,  State,  or  other  authority ;  or 

(d)  Concerning  any  other  matter  in  relation  to  such  baby  chicks. 

Rule  2.  Deceptive  Concealment  of  Material  Facts. 

In  advertising,  offering  for  sale,  or  selling  baby  chicks,  it  is  an 

unfair  trade  practice  for  any  member  of  the^  industry  to  conceal  or 

fail  or  refuse  to  disclose  any  material  facts  for  the  purpose  or  with  the 

effect  of  thereby  misleading  or  deceiving  purchasers,  as  for  example : 

(a)  Filling  baby  chick  orders  with  cockerels  which  have  been 

obtained  from  sexed  chicks  or  from  other  sources  without  having 

disclosed  to  the  purchaser  at  the  time  of  sale  the  fact  that  the 

baby  chicks  delivered  are  cockerels ; 

(h)  Adding  surplus  cockerel  chicks  to  so-called  **  straight-run  *  * 
chicks  and  offering  for  sale,  selling,  or  delivering  same  to  cus- 
tomers without  informing  the  respective  purchasers  of  the  fact 
that  such  surplus  or  added  cockerels  have  been  included  and 
without  obtaining  such  purchasers*  consent  thereto. 

(NOTE. — ^The  above  examples  are  but  a  few  illustrations  of  the  scope 
of  Rule  2.) 

Rule  3.  (a)  Misuse  of  Words  "Ouaranteed  to  Live/*  Etc.;  (h)  Use 
of  Deceptive  Chiarantees  as  to  Livahility  of  Baby  Chicks,  Etc. 
(a)  It  is  an  unfair  trade  practice  to  advertise,  guarantee,  describe, 
or  otherwise  represent  that  baby  chicks  sold  or  offered  for  sale  are 
''guaranteed  to  live,'*  or  to  make  similar  statements  or  representations, 
with  the  purpose  or  with  the  tendency  and  capacity  or  effect  of  mis- 
leading or  deceiving  purchasers  or  prospective  purchasers  into  the 
erroneous  belief  that  the  said  baby  chicks  possess  extraordinary  stamina 
or  other  qualities  which  prevent  disease  or  death. 
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(b)  It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be 
made  or  published,  directly  or  indirectly,  any  false,  misleading,  or 
deceptive  statement,  guarantee,  warranty,  or  other  representation  con- 
cerning the  livability,  health,  or  stamina  of  baby  chicks  sold  or  offered 
for  sale. 

Rule  4.   Misrepresentation  as  to  Yields  of  Eggs. 

It  is  an  unfair  trade  practice  to.  advertise,  guarantee,  describe,  or 
otherwise  represent,  directly  or  indirectly,  that  very  high  yields  of  eggs 
are  received  from  all  flocks  of  a  particular  seller  or  producer  when 
such  is  not  the  fact,  or  when  such  statement  or  representation  is  true 
only  as  to  a  small  percentage  or  proportion  of  his  flocks. 

Rule  5.  Misrepresentation  as  to  Blood  Testing,  Etc. 

(a)  It  is  an  unfair  trade  practice  to  advertise,  guarantee,  describe, 
or  otherwise  represent,  directly  or  indirectly,  that  all  baby  chicks  or 
other  poultry  sold  or  offered  for  sale  have  been  blood  tested,  puUorum 
tested,  vaccinated,  inoculated,  or  otherwise  treated  for  any  disease 
when  such  is  not  the  fact,  or  when  only  a  portion  of  the  flocks  supply- 
ing the  eggs  have  been  so  treated  or  tested  during  the  current  season. 

(b)  It  is  an  unfair  trade  practice  to  use  any  disease-control  term 
such  as  "pullorum  tested,"  "blood  tested,"  or  the  like,  in  advertising 
or  otherwise,  in  such  manner  as  to  have  the  tendency  and  capacity  or 
effect  of  misleading  or  deceiving  purchasers  or  prospective  purchasers 
into  the  belief  that  officially  approved  methods  have  been  used  in 
making  these  tests,  when  such  is  not  the  fact. 

Rule  6.   Deceptive  Substitution  of  Inferior  Chirks  for  Those  Ordered. 

It  is  an  unfair  trade  practice  to  advertise,  guarantee,  describe,  or 
otherwise  represent  that  the  flocks  of  a  particular  seller  or  producer 
possess  certain  good  qualities,  such  as  ability  to  resist  disease  or  to 
produce  high  j'ields  of  eggs,  or  the  like,  and  then  upon  receipt  of 
customers'  orders  for  baby  chicks  from  the  flocks  advertised,  filling 
same  from  flocks  of  an  inferior  quality,  without  informing  the  pur- 
chasers of  such  substitution. 

Rule  7.  Deceptive  Sale  of  Chicks  at  Purported  Bargain  Prices. 

It  is  an  unfair  trade  practice  to  sell  or  offer  to  sell  baby  chicks  of 
poor  grade  or  quality  at  so-called  bargain  prices  or  at  any  other 
prices,  through  advertisements  or  otherwise,  from  a  farm  or  hatcherj' 
advertised  or  bearing  a  reputation  for  high-grade  production,  without 
informing  purchasers  or  prospective  purchasers  as  to  the  poor  grade 
or  quality  of  such  chicks  and  with  the  tendency  and  capacity  or  effect 
of  thereby  misleading  or  deceiving  them  into  the  erroneous  belief  that 
they  are  receiving  a  bargain  when  such  is  not  the  fact. 
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Rule  8.  Misrepresentation  as  to  Egg  Production  Qualities  of  Poultry. 
In  the  case  of  a  producer  of  baby  chicks  mating  with  his  flocks  a 
limited  number  of  males  having  a  record  for  transmitting  high  egg 
production  qualities  while  mating  therewith  other  males  having  no 
such  record,  it  is  an  unfair  trade  practice  to  offer  baby  chicks  for  sale 
from  his  flocks,  through  advertising  or  otherwise,  in  such  manner  as 
to  have  the  tendency  and  capacity  or  effect  of  misleading  or  deceiv- 
ing  purchasers  or  prospective  purchasers  into  the  belief  that  all  of 
such  chicks  possess  the  same  high  egg  production  qualities  as  the  said 
males  of  high  pedigree,  or  that  such  flocks  have  been  mated  exclusively 
with  males  having  a  record  for  transmitting  high  egg  production 
qualities,  when  such  is  not  the  fact. 

Rule  9.   Deceptive  Use  of  "Leaders.** 

It  is  an  unfair  trade  practice  to  offer  for  sale,  advertise,  or  other- 
wise represent  baby  chicks  as  being  of  a  certain  high  grade  or  quality, 
offered  at  claimed  ** bargain  prices"  and  under  circumstances  which 
have  the  capacity  and  tendency  or  effect  of  misleading  or  deceiving 
purchasers  or  prospective  purchasers  into  the  belief  that  an  adequate 
supply  of  such  chicks  is  available  to  purchasers  at  such  prices,  or  that 
all  chicks  so  offered  for  sale  or  sold  under  such  representations  and 
conditions  are  of  the  same  high  grade  or  quality,  when  such  is  not 
true  in  fact. 

Rule  10.  Misuse  of  Words  ''Hatchery,''  ''Chickery/'  ''Chick  Nur- 
sery/' ''Farm/'  "Poultry  Farm/'  "Breeding  Farm/'  "Incu 
hators/'  Etc. 

(a)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  or 
corporation,  by  trade  or  corporate  name,  through  advertising,  or  other- 
wise, to  hold  himself  or  itself  out  as  owning  or  operating  a  hatchery, 
chickery,  chick  nursery,  farm,  poultry  farm,  breeding  farm,  incubators, 
or  the  like,  when  such  is  not  the  fact. 

(6)  In  the  sale  or  offering  for  sale  of  baby  chicks,  through  adver- 
tising or  otherwise,  it  is  an  unfair  trade  practice  for  any  person, 
partnership,  or  corporation  to  represent  that  such  chicks  have  been 
produced  by  the  said  person,  partnership,  or  corporation,  or  have  been 
produced  under  certain  conditions,  when  such  is  not  the  fact. 

Rule  11.  Deceptive  Guarantees  or  Representations  as  to  Percentage 
of  Chicks  Alive  at  Buyer's  Destination. 
It  is  an  unfair  trade  practice  to  make  false,  misleading,  or  deceptive 
guarantees,  warranties,  or  other  representations  to  the  effect  that  a 
certain  percentage  of  the  chicks  shipped  will  be  alive  at  buyer's  desti- 
nation, and  then  fail  to  adjust  losses  pursuant  to  representations  made, 
with  the  purpose  or  with  the  tendency  and  capacity  or  effect  of  mis- 
leading or  deceiving  purchasers  or  prospective  purchasers. 
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Rule  12.  Misrepresenting  Chicks  Sold  at  Auction,  Through  Shipment 
to  Fictitious  Consignees,  Through  Agents,  Salesmen,  or  Dealers, 
Etc. 
It  is  an  unfair  trade  practice  to  cause  baby  chicks  to  be  sold  under 
deceptive  or  misleading  conditions,  at  auction  sales,  through  shipment 
to  fictitious  consignees,  or  through  agents,  salesmen,  dealers,  or  other- 
wise, whether  by  means  of  false,  misleading,  or  deceptive  statements 
or  representations  or  by  means  of  deceptive  concealment  of  material 
facts. 
Rule  13.  Deceptive  Testimonials. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
publish  or  use  misleading  or  deceptive  testimonials  regarding  excep- 
tional results  alleged  to  have  been  obtained  by  buyers  of  his  chicks, 
which  testimonials  are  so  worded  as  to  have  the  tendency  and  capacity 
or  effect  of  inducing  purchasers  or  prospective  purchasers  to  believe 
that  all  of  such  member's  chicks  may  be  expected  to  produce  similar 
results  for  all  buyers  when  such  is  not  the  fact. 

Rule  14.  Misu.^  of  Word  "Free/' 

The  use  of  the  word  **free,"  or  the  equivalent  thereof,  where  not 
properly  or  fairly  qualified  when  the  article  is  in  fact  not  free,  with 
the  tendency  or  capacity  to  mislead  or  deceive  purchasers  or  pros- 
pective purchasers,  is  an  unfair  trade  practice. 

Rule  15.  Misrepresenting  Chicks  as  from  Stock  Entered  in  Egg-Laying 
Contests  or  Poultry  Shows,  Etc. 

It  is  an  unfair  trade  practice  to  advertise,  guarantee,  describe,  or 
otherwise  represent  that  baby  chicks  sold  or  offered  for  sale  are  from, 
or  are  closely  related  to,  stock  entered  in  egg-laying  contests  or  poultry 
shows,  or  the  like,  when  such  is  not  the  fact. 
Rule  16.  Misuse  of  Terms  "Trapnest/'  "Trapped/'  Etc. 

It  is  an  unfair  trade  practice  to  use  the  terms  ** trapnest, ' *  ** trapped," 
or  the  like,  in  such  manner  as  to  have  the  tendency  and  capacity  or 
effect  of  misleading  or  deceiving  purchasers  or  prospective  purchasers 
into  the  belief  that  all  baby  chicks  sold  or  offered  for  sale  are  hatched 
from  eggs  produced  by  hens  that  are  actually  being  trapped,  or  have 
been  trapped  for  at  least  one  year,  when  such  is  not  the  fact. 

Rule  17.  Deceptive  Depictions. 

It  is  an  unfair  trade  practice  to  use  photographs,  cuts,  engravings, 
illustrations,  or  pictorial  or  other  depictions  or  devices,  in  catalogues, 
sales  literature,  or  advertisements,  or .  otherwise,  in  such  manner  as 
to  have  the  capacity  and  tendency  or  effect  of  misleading  or  deceiv- 
ing purchasers  or  prospective  purchasers  as  to  the  size,  importance,  or 
location  of  the  premises  occupied  by  a  member  of  the  industry,  as  to 
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such  member's  equipment,  as  to  his  breeding  flocks  or  poultry  prod- 
ucts, or  as  to  any  phase  of  his  poultry  hatching,  breeding,  or  other 
operations. 

Rule  18.  Deceptive  Representatians  as  to  Earnings,  Etc. 

It  is  an  unfair  trade  practice  to  make  false,  misleading,  or  deceptive 
statements  or  representations  regarding  opportunities  for  making 
money  or  actual  or  probable  earnings  of  agents  or  dealers  handling 
"hatching  eggs,  baby  chicks,  or  other  poultry,  or  of  purchasers  raising 
baby  chicks  or  other  poultry,  which  products  are  being  offered  for  sale 
or  sold  by  a  member  of  the  industry. 

Rule  19.  Deception  as  to  Transportation  Charges, 

(a)  It  is  an  unfair  trade  practice  to  sell  or  offer  to  sell  baby  chicks, 
through  advertising  or  otherwise,  in  such  manner  as  to  mislead  or 
deceive  purchasers  or  prospective  purchasers  into  the  belief  that  the 
prices  quoted  for  such  chicks  are  the  prepaid  or  delivered  prices  when 
such  is  not  the  fact. 

(6)  It  is  an  unfair  trade  practice,  by  failing  correctly  to  inform 
customers  or  by  other  deception,  to  cause  purchasers  to  believe  that 
transportation  costs  will  not  be  charged  against  them  in  C.  0.  D. 
charges  or  otherwise,  when  such  is  not  true  in  fact. 

Rule  20.   Publishing  or  Circulating  of  False  or  Misleading  Price  Quo- 
tations, Pnce  Lists,  Etc. 

The  publishing  or  circulating  by  any  member  of  the  industry  of 
false  or  misleading  price  quotations,  price  lists,  terms,  or  conditions 
of  sale,  with  the  tendency  and  capacity  or  effect  of  misleading  or 
deceiving  purchasers  or  prospective  purcha.sers,  is  an  unfair  trade 
practice. 

Rule  21.  Misrepresenting  Offer  as**  Special/* 

It  is  an  unfair  trade  practice  to  represent  an  offer  as  *  *  special '  *  when 
it  is  in  fact  a  ** regular'*  offer. 

Rule  22.  Fictitious  Prices. 

Offering  baby  chicks  for  sale  at  prices  purported  to  be  reduced 
from  what  are  in  fact  fictitious  prices,  or  offering  such  chicks  for  sale 
at  a  purported  reduction  in  price  when  such  purported  reduction  is 
in  fact  fictitious,  with  the  tendency  and  capacity  or  effect  of  mislead- 
ing or  deceiving  purchasers  or  prospective  purchasers,  is  an  unfair 
trade  practice. 

Rule  23.  Misrepresenting  Offer  as  Lfimited  to  Time,  Etc, 

It  is  an  unfair  trade  practice  to  represent  an  offer  to  be  limited  as 
to  time  or  otherwise  when  such  is  not  the  fact. 
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Rule  24.   Bogus  Independents. 

It  is  an  unfair  trade  practice  to  sell  or  offer  to  sell  industry  prod- 
ucts through  a  pretended  independent  concern  in  such  manner  as  to 
mislead  or  deceive  purchasers  or  prospective  purchasers  into  the  er- 
roneous belief  that  such  concern  is  independent  and  in  competition 
with  that  member  of  the  industry  owning  or  controlling  such  concern. 
Rule  25.  Schemes  Involving  Lottery,  Misrepresentation,  or  Fraud. 

The  offering  or  giving  of  prizes,  premiums,  or  gifts  in  connection 
with  the  sale  of  industry  products,  or  as  an  inducement  thereto,  by 
any  scheme  which  involves  lottery,  misrepresentation,  or  fraud  is  an 
unfair  trade  practice. 
Rule  26.  Misuse  of  Word  ** Guarantee,''  Etc. 

It  is  an  unfair  trade  practice  to  use  the  word  **  guarantee, "  or  any 
other  word,  expression,  or  representation  of  similar  import,  in  such 
manner  as  to  have  the  tendency  and  capacity  or  effect  of  misleading 
or  deceiving  purchasers  or  prospective  purchasers. 
Rule  27.  Defamation  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  poli- 
cies, or  services,  is  an  unfair  trade  practice. 

Rule  28.  '*Loss  Leaders.** 

The  practice  of  selling  any  product  of  the  industry  below  the  seller's 
cost  as  a  **loss  leader"  to  induce  the  purchase  of  any  other  product  of 
the  industry,  the  sale  of  the  latter  being  used  to  recoup  the  loss  sus- 
tained on  the  **loss  leader"  product  so  sold,  with  the  tendency  or 
capacity  to  mislead  or  deceive  purchasers  or  prospective  purchasers, 
is  an  unfair  trade  practice. 

Rule  29.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful 
contracts  between  competitors  and  their  customers  or  their  suppliers 
by  any  false  or  deceptive  means  whatsoever,  or  interfering  with  or 
obstructing  the  performatice  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  30.   Enticing  Away  the  Employees  of  Competitors. 
Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
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pose  and  effect  of  unduly  hampering,  injuring,  or  prejudicing  com- 
petitors in  their  businesses,  is  an  unfair  trade  practice. 
Rule  31.  Espionage, 

The  securing  of  information  from  competitors  concerning  their  busi- 
nesses by  false  or  misleading  statements  or  representations  or  by  false 
impersonation  of  one  in  authority  and  the  wrongful  use  thereof  to 
unduly  Jiinder  or  stifle  the  competition  of  such  competitors  is  an  unfair 
trade  practice. 

Rule  32.   Coercing  Purchase  of  One  Product  tw  a  Prerequisite  to  the 
Purchase  of  Other  Products. 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 
Rule  33.  Consignment  Selling. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  to  dealers  or  distributors  on  con- 
signment or  pretended  consignment  for  the  purpose  and  with  the 
effect  of  artificially  clogging  trade  outlets  and  unduly  restricting  com- 
petitors' use  of  said  trade  outlets  in  getting  their  goods  to  consumers 
through  regular  channels  of  distribution,  or  with  such  purpose  to 
entirely  close  said  trade  outlets  to  such  competitors  so  as  to  substan- 
tially lessen  competition  or  tend  to  create  a  monopoly  or  to  unrea- 
sonably restrain  trade :  Provided,  however,  That  nothing  herein  shall 
be  construed  or  used  as  restricting  or  preventing  consignment  ship- 
ping or  marketing  of  commodities  in  good  faith,  and  without  artificial 
interference  with  competitors'  use  of  the  usual  channels  of  distribution 
in  such  manner  as  thereby  to  suppress  competitiou  or  restrain  trade. 
Rule  34.  Selling  Below  Cost. 

The  selling  or  offering  for  sale  of  baby  chicks  or  ** started  chicks" 
below  the  seller's  cost,  with  the  intent  and  with  the  effect  of  injuring 
a  competitor  and  where  the  effect  may  be  to  substantially  lessen  com- 
petition or  tend  to  create  a  monopoly  or  unreasonably  restrain  trade, 
is  an  unfair  trade  practice;  all  elements  recognized  by  good  account- 
ing practice  as  proper  elements  of  such  cost  shall  be  included  in  deter- 
mining cost  under  this  rule. 

Rule  35. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dit- 
counts,  Credits,  Etc.,^  Which  Effect  Unlawful  Pnce  Discrimination.-^ 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,*  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
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credit,  or  other  form  of  price  differential,^  where  such  rebate,  refund, 
discount,  credit,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goads  \)f  like  grade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,-  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,- or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customers  of  either  of  them :  Provided,  however— 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 

sold  or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 

in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (b) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — ^It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 

1  Paragraph    (a)    of   Rule  35  shall   not  be  construed  aa   embracing   practices   prohibited   by 
paraRraphs    (6).    (f).  and    (rf)    of  this  rule. 
*  See  footnote,  p.  460. 
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commerce'  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dhng,  sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured,  sold  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 
commodities.  *^ 

(d)  Prohibited  Discrimimtory  Services  or  FacaHies.— It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce- to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  proce^ing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity  so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Illegal  Price  Discrimination.-It  is  an  unfair  trade  practice  for 
ZC"  .  t»'\'"<*'>«tT  or  other  person  engaged  in  commerce.' 
m  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other- 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
,  Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress),  or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended.  , 

Rule  36.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices 

mlir^  """"^l'  "^  '^'  '°^"'''^'  kBO'^'-gly  to  aid  or  abet  another 
member,  or  any  other  person,  firm,  or  corporation,  in  the  use  of  unfair 
trade  practices,  is  an  unfair  trade  practice. 

GROUP  n* 

Rule  A. 

The  industry  condemns  the  practice  of  disposing  of  baby  chicks 
by  shipping  them  to  fictitious  consignees  or  without  an  order  or  otht 
consent  of  the  consignee,  necessitating  the  sale  of  such  undel^JeS  e 
shipments  at  public  auction  by  agents  of  the  common  carreer  no^der 
to  ^cure  payment  for  transportation  costs.    Such  practice  is  Seemed 

olZT^^  *°  '^  "*™'"^  *"  '""^  "'^'''"^  ''•^'^  ^"^-'"^t*  the  i"Id 

RuiiE  B. 

^Themdustry  condemns  the  practice  of  failing  to  give  proper  notice 

'  See  footnote,  p.  460. 

•  Se«  pa^e  VIII  for  headnot*  applicable  to  Group  II  RuIm.       ' 
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to  purchasers  of  baby  chicks  of  any  change  in  the  sliipping  schedule  of 
an  order  thereby  causing  inconvenience  and  loss  to  purchasers. 

Rule  C. 

The  industry  condemns  the  practice  of  failing  to  ship  baby  chicks 
to  customers  as  promptly  as  has  been  agreed  upon,  which  practice 
frequently  results  in  injury  to  the  chicks  and  inconvenience  and  loss 
to  customers. 

Rule  D. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good  will, 
and  every  effort  should  be  made  by  the  disputants  themselves  to  com- 
pose their  differences.  If  unable  to  do  so  they  should,  if  possible,  submit 
these  disputes  to  arbitration. 

Rule  E. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by  the 
industry. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  in- 
dustry to  cooperate  with  the  Federal  Trade  Commission  and  to 
perform  such  acts  as  may  be  legal  and  proper  to  put  these  rules 
into  effect. 

Promulgated  by  the  Federal  Trade  Commission  December  31,  1938. 


MOTB:   ProceedinsB  to  revise  and  extend  the  rules   for  this   industry   had  been   undertaken 
when  thb  book  went  to  press. 
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TRADE  PRACtlCE  RULES 
FOR  THE 

PAINT  AND  VARNISH  BRUSH  MANUFACTURING 

INDUSTRY 

PROMULGATED  JANUARY  14,  1939 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Paint  and  Varnish  Brush  Manufacturing 
Industry,  as  herein  set  forth,  are  promulgated  by  the  Federal  Trade 
Commission  under  its  trade  practice  conference  procedure. 

The  products  of  the  industry  to  which  the  rules  relate  consist  of 
the  various  types  and  kinds  of  brushes  used  in  painting  and  decorat- 
ing, not  only  for  the  application  of  paint,  varnish,  lacquer,  and  calci- 
mine,  but  also  for  other  purposes  and  uses  in  applying  decorative  or 
protective  materials.  The  total  capital  investment  for  the  manufacture 
of  such  brushes  is  said  to  be  approximately  $10,000,000,  and  the  value 
of  annual  sales  about  $15,000,000. 

In  the  course  of  the  proceedings  an  industry  conference  was  held 
in  Atlantic  City,  New  Jersey,  under  the  Commission's  auspices,  and 
proposed  trade  practice  rules  were  submitted  by  members  of  the  in- 
dustry. Subsequently,  tentative  action  was  taken  by  the  Commission 
on  the  rules  so  submitted  and  a  draft  of  proposed  rules  was  made 
available,  upon  public  notice,  to  all  interested  and  affected  parties, 
affording  them  opportunity  to  present  their  views,  suggestions,  or  ob- 
jections, if  any,  and  to  be  heard  in  respect  to  such  rules.  Accordingly, 
hearing' was  held  in  Washington,  and  all  matters  submitted  orally  and 
in  writing  were  received  and  given  due  consideration. 

Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken  and  the  rules  in  the  form  appearing  herein  under  Group  I 
and  Group  II  were  respectively  approved  and  received  by  the  Com- 
mission. 

THE  RULES  .      ' 

GROUP  I* 

• 

Definitions— The  tenn  "products  of  the  industry"  and  the  word 
"brushes"  as  used  In  these  rules  embrace  all  types  of  brushes  manufac- 
tured in  the  industry  for  use  in  applying  paint,  varnish,  lacquer,  calcimine, 
or  other  similar  decorative  or  protective  materials. 

The  term  "bristle"  as  used  in  these  rules  is  not  to  be  construed  as 
Including  any  hair,  fiber,  or  material  other  than  the  bristle  of  swine. 


•  Sm  pa««  Vni  for  hesdnote  apiOieable  to  Gronp  1  RoUs. 
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RuiiE  1.   Misrepresentation  of  Industry  Products. 

It  is  unfair  trade  practice  to  make  or  publish,  or  cause  to  be  made 
or  published,  directly  or  indirectly,  any  false,  misleading,  or  deceptive 
statement  or  representation,  by  way  of  advertisement  or  otherwise, 
concerning  the  grade,  quality,  quantity,  use,  size,  material,  content, 
origin,  preparation,  manufacture,  or  distribution  of  any  products  of 
the  industry  or  concerning  any  component  of  such  products,  or  in  any 
other  material  respect. 

Rule  2.  Misbranding  of  Industry  Products. 

(a)  The  marking  or  branding  of  brushes  with  the  words  **A11 
Bristle,''  **100%  Bristle,"  **Pure  Bristle,*'  or  '*A11  Pure  Bristle,"  or 
with  word,  term,  or  representation  of  similar  import  or  meaning,  when 
such  brushes  are  in  fact  composed  in  whole  or  in  part  of  material  or 
materials  other  than  bristle,  or  the  use  of  the  word  '* bristle"  in  any 
manner  having  the  tendency  and  capacity  or  effect  of  misleading  or 
deceiving  the  purchasing  or  consuming  public  with  respect  to  the  bristle 
content  of  such  brushes,  is  an  unfair  trade  practice. 

(5)  The  deceptive  marking  or  branding  of  brushes  with  respect  to 
the  grade,  quality,  quantity,  use,  size,  material,  content,  origin,  prepara- 
tion, manufacture,  or  distribution  thereof,  or  in  any  other  material 
respect,  is  an  unfair  trade  practice. 

% 

m 

Rule  3.  Disclosure  of  Composition. 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  or  distribute  any 
brush  the  brushing  part  of  which  is  composed,  in  whole  or  in  part, 
of  any  material  which  by  reason  of  its  natural  appearance  or  as  a 
result  of  special  processing  simulates  bristle,  without  clear  and  non- 
deceptive  disclosure  of  the  true  composition  thereof,  where  failure  to 
so  disclose  the  same  has  the  tendency  and  capacity  or  effect  of  mislead- 
ing or  deceiving  the  purchasing  or  consuming  public. 

(a)  Such  disclosure  should  be  made  by  branding,  stamping,  or 
otherwise  marking  the  handle  or  ferrule  of  the  brush  with  the 
name  of  each  of  the  constituent  materials  of  the  brushing  part 
thereof  in  the  order  of  its  predominance. 

Illustration. — A  brush  composed  of  60%  horsehair  and  40%  bristle 
should  be  marked  "Horsehair  and  Bristle,"  or  "60%  Horsehair  and  40% 
Bristle." 

Provided,  however ,  (1)  that  the  name  of  any  such  constituent 
material  shall  not  be  set  forth  in  type  or  manner  so  inconspicu- 
ous, remotely  placed,  or  disproportionately  minimized  as  thereby 
to  have  the  tendency,  capacity,  or  effect  of  misleading  or  deceiv- 
ing the  purchasing  or  consuming  public  in  respect  to  the  propor- 
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tion  of  such  material  contained  therein,  or  in  any  other  respect, 

and  .     J  ^i,      •     • 

(2)  when  bristle  as  a  material  is  not  contamed  therein  in  a 

substantial  quantity,  the  percentage  in  which  such  material  is 

present  should  be  specifically  stated,  to  the  end  that  purchasers 

may  not  be  misled  or  deceived  into  the  belief  that  this  material 

is  present  in  greater  proportion  than  is  in  fact  true. 

ILLU8TRATION.-A  brush  composed  of  90%  horsehair  and  10%  bristle 
should  be  marked  "Horsehair  and  10%  Bristle"  or  "90%  Horsehair  and 
10%  Bristle." 

Rule  4.   False  Invoicing. 

Withholding  from  or  inserting  in  invoices  any  statements  or  informa- 
tion by  reason  of  which  omission  or  insertion  a  false  record  is  made, 
wholly  or  in  part,  of  the  transactions  represented  on  the  face  of  such 
invoices,  with  the  purpose  or  effect  of  thereby  misleading  or  deceiving 
purchasers,  pit)spective  purchasers,  or  the  consuming  public,  is  an 
unfair  trade  practice. 

UuLE  5.   Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
anv  false  or  deceptive  means  whatsoever,  or  interfering  with  or  obstruct- 
ing the  performance  of  any  such  contractual  duties  or  services  by  any 
such  means,  with  the  purpose  and  effect  of  unduly  hampering,  injur- 
ing, or  prejudicing  competitors  in  their  businesses,  is  an  unfair  trade 
practice. 

Rule  6.   Suhstitutian  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is 
consummated,  or  to  representations  made  prior  to  securing  the  order, 
without  the  consent  of  the  purchasers  to  such  substitutions  and  with 
the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  purchasers, 
prospective  purchasers,  or  the  consuming  public,  is  an  unfair  trade 
practice. 

Rule  7.  Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectlv  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers,  6r  to  agents,  employees,  or  rep- 
resentatives of  competitors'  customers  or  prospective  customers,  with- 
out  the  knowledge  of  their  employers  or  principals,  as  an  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  products  manufactured  or  sold  by  such  industry  memhor  or 
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the  maker  of  such  gift  or  offer  or  to  influence  sucli  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  8.   Imitation  of  Trade-marks,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  labels, 
or  brands  of  competitors,  with  the  purpose  or  with  the  tendency,  ca- 
pacity, or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  9.  Use  of  the  Word  ''Free.'' 

The  use  of  the  word  **free"  where  not  properly  or  fairly  qualified 
when  the  article  is  in  fact  not  free,  with  the  tendency  or  capacity  to 
mislead  or  deceive  purchasers,  prospective  purchasers,  or  the  consum- 
ing public,  is  an  unfair  trade  practice. 

Rule  10.   Consignment  Shipping. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  on  consignment  or  pretended  con- 
signment for  the  purpose  and  with  the  effect  of  artificially  clogging 
trade  outlets  and  unduly  restricting  competitors'  use  of  said  trade 
outlets  in  getting  their  goods  to  consumers  through  regular  channels 
of  distribution,  or  with  such  purpose  to  entirely  close  said  trade  out- 
lets to  such  competitors  so  as  to  substantially  lessen  competition  or 
tend  to  create  a  monopoly  or  to  unreasonably  restrain  trade :  Provided^ 
however f  That  nothing  herein  shall  be  construed  or  used  as  restricting 
or  preventing  consignment  shipping  or  marketing  of  commodities  in 
good  faith  and  without  artificial  interference  with  competitors'  use 
of  the  usual  channels  of  distribution  in  such  manner  as  therebv  to 
suppress  competition  or  restrain  trade. 
Rule  11.  Use  of  ''Loss  Leaders.'' 

The  practice  of  selling  any  product  of  the  industry  below  the  seller's 
cost  as  a  **loss  leader"  to  induce  the  purchase  of  any  other  product 
of  the  industry,  the  sale  of  the  latter  being  used  to  recoup  the  loss 
sustained  on  the  "loss  leader"  product  so  sold,  with  the  tendency  or 
capacity  to  mislead  or  deceive  purchasers,  prospective  purchasers,  or 
the  consuming  public,  is  an  unfair  trade  practice. 
Rule  12. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discrimination. — 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,^  where  such  rebate,  refund, 

1  Parairraph    (a)    of  itule  12  shall  not  b«  construed  as  embracinsr  practices  prohibited  by 
parairraphs    (b),    (c),  and    (rf)    of  this  rule. 
«  See  footnote,  p.  460. 
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discount,  credit,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goods  of  like  grade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,^  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,2  or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customers  of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods  • 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered ;  . 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes- 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  {a)  the  market  for  the  goods  concerned,  or  (&)  . 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(h)  Prohibited  Brokerage  cmd  Commissions. — ^It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances ,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
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commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 
commodities. 

(d)  Prohibited  Discriminutory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  witli  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Illegal  Price  Discrimination. — It  is  an  unfair  trade  practice  for 
any  member  of  the  industry  or  other  person  engaged  in  commerce,* 
in  the  course  of  such  commerce,  to  discriminate  in  price  in  any  other 
respect  contrary  to  Section  2  of  the  Clayton  Act  as  amended  by  the 
Act  of  Congress  approved  June  19,  1936  (Public,  No.  692,  74th  Con- 
gress), or  knowingly  to  induce  or  receive  a  discrimination  in  price 
which  is  prohibited  by  such  section  as  amended. 

Rule  13.   Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry, 
engaged  in  commerce,*  to  discriminate  in  favor  of  one  customer-pur- 
chaser against  another  customer-purchaser  of  brushes,  bought  from 
such  member  of  the  industry  for  resale,  by  contracting  to  furnish  or 
furnishing  in  connection  therewith,  upon  terms  not  accorded  to  all 
customer-purchasers  on  proportionally  equal  terms,  the  service  or  fa- 
cility whereby  such  favored  purchaser  is  accorded  the  privilege  of 
returning  brushes  so  purchased  and  receiving  therefor  credit  or  refund 
of  purchase  price:  Provided,  however,  Nothing  in  any  of  the  rules 
herein  shall  prohibit  or  be  used  to  prevent  the  return  of  merchandise 
by  purchaser,  for  credit  or  refund  of  purchase  price,  when  and  because 
such  merchandise  has  been  falsely  or  deceptively  labeled,  branded,  or 
represented,  or  when  and  because  such  merchandise  is  defective  in 
material,  workmanship.  oi-  in  any  other  respect  contrary  to  warranty 
or  purchase  contract. 


*  See  footnote,  p.  460. 


footnote,  p.  4<0. 
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Rule  A-  R^^ ^^^  of  Me rcha nd ise. 

The  practice,  by  members  of  the  industry,  of  selling  merchandise 
§nd  later  permittinjj:  the  purchaser  to  return  it  for  credit  or  refund 
of  purchase  price,  without  just  cause,  creates  waste  and  loss,  increases 
the  cost  of  doinj?  business,  to  the  detriment  of  both  the  industry  and 
the  public,  and  is  condemned  by  the  industry,  subject,  however,  to 
requirements  and  limitations  set  forth  in  the  provisions  of  Rule  13 
of  Group  I,  herein. 

Rule  B.  Repudiation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by 
the  industry. 

Rule  C.   Dissemination  of  Credit  hi  formation. 

The  industry  records  its  approval  of  distributing  to  its  members 
information  covering  delinquent  and  slow  accounts  insofar  as  this  may 
be  lawfully  done. 

Rule  D.  Filing  of  Trade-marks,  Etc. 

To  avoid  confusion  within  the  industry,  it  is  recommended  that 
each  member  thereof  voluntarily  file  with  some  agency  designated 
by  the  industry  all  trade-marks,  trade  names,  labels,  or  brands  used 
hy  such  member  and  that  such  information  be  made  equally  available 
lo  all  members  of  the  industry  and  to  the  public. 

Ri^LE  E.  All-bristle  Brushes. 

The  industry  records  its  approval  of  the  marking  or  branding  of 
all  brushes  composed  wholly  of  bristle  with  the  words  **A11  Bristle," 
*'100%  Bristle,"  "Pure  Bristle,"  or  ''All  Pure  Bristle,"  or  with  word 
or  words  of  similar  import  or  meaning,  on  the  handle  or  ferrule 
thereof,  to  the  end  that  the  purchasing  and  consuming  public  may  be 
correctly  informed  as  to  the  content  of  such  brushes. 

Promulgated  by  the  Federal  Trade  Commission  January  14,  1039. 


*  Se«  page  VIII  for  headnote  applicable  to  Group  II  Rules. 


TRADE  PRACTICE  RULES 
FOR  THE 


181 


INFANTS*  AND  CHILDREN'S  KNITTED  OUTERWEAR 

INDUSTRY 

PROMULGATED  JUNE  28,  1939 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Infants'  and  Children's  Knitted  Outer- 
wear Industry,  as  herein  set  forth,  are  promulgated  by  the  Federal 
Trade  Commission  under  its  trade  practice  conference  procedure. 

The  products  of  the  industry  consist  of  infants'  and  children's 
knitted  outerwear  of  all  kinds  manufactured,  or  imported,  and  dis- 
tributed in  the  United  States.  The  members  of  the  industrj^  are  persons, 
firms,  and  corporations  engaged  in  one  or  more  phases  of  the  business 
of  manufacturing,  importing,  jobbing,  and  distributing  such  knitted 
outerwear.  Among  such  industry  members  are  persons  and  concerns 
which  manufacture  or  operate  for  the  account  of  others,  as  well  as 
those  who  are  directly  engaged  as  manufacturers,  importers,  jobbers, 
or  distributors,  including  persons  or  concerns  having  such  knitted 
outerwear  manufactured  or  made  for  them  by  so-called  contract  mills 
or  operators. 

In  the  course  of  the  proceedings  an  industry  conference  was  held 
in  New  York  City,  under  the  Commission's  auspices,  and  proposed 
trade  practice  rules  were  submitted  by  members  of  the  industry.  Sub- 
sequently, tentative  action  was  taken  by  the  Commission  on  the  rules 
so  submitted  and  a  draft  of  proposed  rules  was  made  available,  upon 
public  notice,  to  all  interested  or  affected  parties,  affording  them 
opportunity  to  present  their  views,  suggestions,  or  objections,  if  any, 
and  to  be  heard  in  respect  to  such  rules.  Accordingly,  a  hearing  was 
held  in  Washington  and  all  matters  submitted  orally  and  in  writing 
were  received  and  given  due  consideration. 

Upon  consideration  of  the  entire  matter,  final  action  was  taken  and 
the  rules  in  the  form  appearing  herein  under  Group  I  were  approved 
by  the  Commission,  and  the  rule  shown  under  Group  II  was  received 
by  the  Commission  as  an  expression  of  the  industry. 

THE  RULES 

GROUP  I* 

(NOTE.— These  rules  do  not  supplant,  or  relieve  any  member  of  the  in- 


•  See  paue  VIII  for  headnote  applicable  to  Group  I  Rules. 
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dustry  or  other  party  of  the  necessity  of  complying  with,  the  applicable 
fiber  identification  rules  and  other  pertinent  Group  I  rules  approved  and 
promulgated  by  the  Federal  Trade  Commission.) 

Rule  1.   Misrepresentation  of  Industry  Products. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be 
made  or  published,  directly  or  indirectly,  any  false,  misleading,  or 
deceptive  statement  or  representation,  by  way  of  advertisement  or 
otherwise,  concerning  the  character,  grade,  quality,  quantity,  sub- 
stance, nature,  material,  content,  use,  origin,  size,  serviceability,  color, 
colorfastness,  workmanship,  washability,  fiber  content  or  identification, 
shrinkage  properties,  manufacture,  or  distribution  of  such  products, 
or  the  yaim  or  any  component  of  the  product,  or  in  any  other  material 
respect. 

RuiiB  2.  Misbranding. 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry with  respect  to  the  character,  grade,  quality,  quantity,  sub- 
stance, nature,  material,  content,  use,  origin,  size,  serviceability,  color, 
colorfastness,  workmanship,  washability,  fiber  content  or  identification, 
shrinkage  properties,  manufacture,  or  distribution  of  such  products, 
or  the  yam  or  any  component  of  the  product,  or  in  any  other  material 
respect,  is  an  unfair  trade  practice. 

Rule  3.  Fiber  Identification  of  Product. 

Identification  and  disclosure  of  fiber  and  other  material  content  of 
the  product  of  this  industry  shall  be  made  in  accordance  with  the' 
applicable  requirements  of  the  Group  I  fiber  identification  rules  ap- 
proved and  promulgated  by  the  Commission,  such  as  the  Group  I 
Rayon  Rules  promulgated  October  26,  1937,  relating  to  products 
containing  rayon  in  whole  or  in  part,  and  the  Group  I  Silk  Rules 
promulgated  November  4,  1938,  relating  to  products  containing  or  . 
purporting  to  contain  silk  in  whole  or  in  part,  and  such  other  pro- 
visions of  laws  and  regulations  on  the  subject  as  or  when  made  applic- 
able to  the  products  of  this  industry. 

Rule  4.   Misrepresentation — Character  of  Business, 

(a)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  or 
corporation,  by  trade  or  corporate  name  or  otherwise,  to  hold  himself 
or  itself  out  as  being  a  manufacturer,  producer,  or  importer  when 
such  is  not  true  in  fact. 

(b)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  or 
corporation  in  the  conduct  of  business  to  represent  himself  or  itself, 
directly  or  indirectly,  as  having  or  operating  a  knitted  outerwear 
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business,  in  whole  or  in  part,  or  a  department  or  branch  thereof,  when 
such  is  not  true  in  fact;  or  in  any  other  manner  to  misrepresent  the 
character,  nature,  or  status  of  the  business  of  such  person,  partnership, 
or  corporation. 

Rule  5.  Imitation  or  Simulation  of  Trade-marks,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  or  of  the  exclusively  owned  symbols  of 
competitors  which  have  not  been  directly  or  by  operation  of  law 
dedicated  to  the  public,  with  the  tendency  and  capacity  or  effect  of 
misleading  or  deceiving  purchasers  or  the  consuming  public,  is  an 
unfair  trade  practice. 

Rule  6. 

(a)  Prohibited  Discriminator^  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,^  where  such  rebate,  refund, 
discount,  credit,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goods  of  like  grade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,^  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  eom- 
merce,2  or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customers  of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  ot 

-  manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce-  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 

»  Paragraph    (a)    of   Rule   6   ghall   not   be  construed   a«   embracing   practices    prohibited    by 
paragraph*    (6),    (c),  and    (rf)    of  thia  rule. 
'  See  footnote,  p.  460. 
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affecting  either  (a)  the  market  for  the  goods  concerned,  or  (b) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(h)  Prohibited  Brokerage  and  Commissions.— It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, r»ither  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohihited  Advertising  or  Promotional  Allowances^  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 
commodities. 

(d)  Prohihited  Discriminatory  Services  or  Facilities.— It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^  to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price. — It 
is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  6. 

i  See  footnote,  p.  4<0. 
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Rule  7.   Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry 
engaged  in  commerce^  to  discriminate  in  favor  of  one  customer-pur- 
chaser against  another  customer-purchaser  of  knitted  outerwear, 
bought  from  such  member  of  the  industry  for  resale,  by  contracting 
to  furnish  or  furnishing  in  connection  therewith,  upon  terms  not  ac- 
corded to  all  customer-purchasers  on  proportionally  equal  terms,  the 
service  or  facility  whereby  such  favored  purchaser  is  accorded  the 
privilege  of  returning  knitted  outerwear  so  purchased  and  receiving 
therefor  credit  or  refund  of  purchase  price :  Provided,  however,  Noth" 
ing  in  any  of  the  rules  herein  shall  prohibit  or  be  used  to  prevent  the 
return  of  merchandise  by  purchaser,  for  credit  or  refund  of  purchase 
price,  when  and  because  such  merchandise  has  not  been  properly 
labeled  by  the  seller  as  to  fiber  content,  or  has  been  otherwise  falsely 
or  deceptively  labeled  or  represented,  or  when  and  because  such  mer- 
chandise is  defective  in  material,  workmanship,  or  in  any  other  respect 
contrary  to  warranty  or  purchase  contract. 

Rule  8.   Consignment  Sales. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  on  consignment  or  pretended  con- 
signment for  the  purpose  and  with  the  effect  of  artificially  clogging 
trade  outlets  and  unduly  restricting  competitors'  use  of  said  trade  out- 
lets in  y^eiting  their  goods  to  consumers  through  regular  channels  of 
distribution,  or  with  such  purpose  to  entirely  close  said  trade  outlets 
to  such  competitors  so  as  to  substantially  lessen  competition  or  tend 
to  create  a  monopoly  or  to  unreasonably  restrain  trade:  Provided, 
however,  That  nothing  herein  shall  be  construed  or  used  as  restricting 
or  preventing  consignment  shipping  or  marketing  of  commodities  in 
good  faith  and  without  artificial  interference  with  competitors'  use  of 
the  usual  channels  of  distribution  in  such  manner  as  thereby  to  suppress 
competition  or  restrain  trade. 

Rule  9.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 


GROUP  n* 

Rule  A.    Return  of  Merchandise— Expression  of  Industry. 

The  practice,  by  members  of  the  industry,  of  selling  merchandise 
and  later  permitting  the  purchaser  to  return  it  for  credit  or  refund 
of  purchase  price,  without  just  cause,  creates  waste  and  loss,  increases 

■  See  footnote,  p.  460. 

•  See  pare  VIII  for  headnote  applicable  to  Group  II  Rules. 
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the  cost  of  doing  business,  to  the  detriment  of  both  the  industry  and 
the  public,  and  is  "condemned  by  the  industry,  subject,  however,  to 
requirements  and  limitations  set  forth  in  the  provisions  of  Rule  7  of 
Group  I,  herein,  and  subject  also  to  the  general  limitation  that  members 
of  the  industry  shall  not  engage  in  any  combination  or  conspiracy  in 
restraint  of  trade  or  use  any  other  illegal  methods  in  the  regulation, 
control,  or  prevention  of  the  return  of  merchandise. 

Promulgated  by  the  Federal  Trade  Commission  June  28,  1939. 
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TRADE  PRACTICE  RULES 
FOR  THE 

WINE  INDUSTRY 
PROMULGATED  JUNE  29,  1939 


STATEMENT  BY  THE  COMmSSION 

Trade  practice  rules  for  the  Wine  Industry,  as  herein  set  forth,  are 
promulgated  by  the  Federal  Trade  Commission  under  its  trade  practice 
conference  procedure. 

The  products  of  this  industry  consist  of  the  various  types  of  still 
and  sparkling  wines  produced  chiefly  from  the  fermented  juice  of 
grapes ;  brandy,  produced  by  the  distillation  of  wine ;  and  certain  com- 
pounds of  wine,  brandy  and/or  other  ingredients,  used  as  beverages. 
According  to  available  information,  the  capitalization  of  the  industry, 
exclusive  of  vineyards  and  their  equipment,  is  approximately  $150,- 
000,000;  the  annual  dollar  value  of  domestic  sales,  about  $35,000,000; 
and  the  average  annual  production  of  finished  wine  in  the  United  States 
about  75,000,000  gallons. 

In  the  course  of  the  proceedings  an  industry  conference  was  held  in 
San  Francisco,  California,  under  the  auspices  of  the  Federal  Trade 
Commission,  and  proposed  trade  practice  rules  were  submitted  by 
members  of  the  industry.  Subsequently,  tentative  action  was  taken 
by  the  Commission  on  the  rules  so  submitted  and  a  draft  of  proposed 
rules  was  made  available,  upon  public  notice,  to  all  interested  or 
affected  parties,  affording  them  opportunity  to  present  such  pertinent 
facts,  suggestions,  or  objections  as  they  desired,  and  to  be  heard  in 
respect  to  the  proposed  rules.  Accordingly,  a  hearing  was  held  in 
Washington  and  all  matters  submitted  were  given  due  consideration. 

Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken  and  the  rules  in  the  form  appearing  herein  under  Group  I 
and  Group  II  were  respectively  approved  and  received  by  the  Com- 
mission. 

These  rules  do  not  in  any  respect  supplant,  or  relieve  any  member  of 
the  industry  or  other  party  of  the  necessity  of  complying  with,  the 
requirements  of  the  Federal  Alcohol  Administration  Act,  or  other 
applicable  provisions  of  law.  They  are  established  under  statutes 
administered  by  the  Federal  Trade  Commission  for  the  purpose  of 
more  effectively  stamping  out  unfair  practices  in  the  interest  of  the 
industry  and  the  public,  and  to  assist  in  general  law  enforcement  to 
this  end. 
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THE  RULES 


GROUP  I* 

Rule  1.   Mis^representaiion  as  to  Character  of  Business, 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  represent,  directly  or  indirectly,  that  he  or  it  is  a  manufacturer, 
producer,  or  importer  of  wines  or  that  he  or  it  owns  or  controls  a 
vineyard  or  vineyards  wherein  are  grown  the  fruits  from  which  his 
or  its  wines  are  produced,  when  such  is  not  the  fact,  or  in  any  other 
manner  to  misrepresent  the  character,  extent,  or  type  of  his  or  its 
business. 

Rule  2.  False  Invoicing. 

Withholding  from  or  inserting  in  invoices  any  statements  or  in- 
formation by  reason  of  which  omission  or  insertion  a  false  record 
is  made,  wholly  or  in  part,  of  the  transactions  represented  on  the 
face  of  such  invoices,  with  the  effect  of  thereby  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public,  is  an  un- 
fair trade  practice. 

Rule  3.  Suhstitutian  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  specifications  provided  for  in  the  contract  or  order  or  to  repre- 
sentations made  concerning  such  products,  without  the  consent  of  the 
purchasers  to  such  changes  or  substitutions  and  with  the  tendency  and 
capacity  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  |)ractice. 

Rule  4.  Defamation  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality,  or  manufacture  of  the  products  of  competitors  or  of 
their  business  methods,  selling  prices,  values,  credit  terms,  policies,  or 
services,  is  an  unfair  trade  practice. 

Rule  5.  Imitation  of  Trade-marks^  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  tendency  and  capacity  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchaser,  or  the 
consuming  public,  is  an  unfair  trade  practice. 

Rule  6.    Procurement  of  Competitors*  Confidential  Information   hy 
Unfair  Means  and  Wrongful  Use  Thereof. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 


*  S«e  PARC  VTII   fur  heudnote  applieable  to  Group  I  Rul«s. 
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obtain  mformation  concerning  the  business  of  a  competitor,  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  author- 
ity, or  by  any  other  unfair  means,  and  to  use  the  information  so 
obtained  in  such  a  manner  as  to  injure  said  competitor  in  his  business 
or  to  suppress  competition  or  unreasonably  restrain  trade. 

Rule  7.  Threats  of  Suit. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  harass- 
ing or  intimidating  such  customers  or  prospective  customers  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 

Rule  8.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful 
contracts  between  competitors  and  their  customers  or  their  suppliers 
by  any  false  or  deceptive  means  whatsoever,  or  interfering  with  or 
obstructing  the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfaFr 
trade  practice. 

Rule  9.  Enticing  Away  Employees  of  Competitors, 

Wilfully   enticing   away   the   eiAployees   of   competitors,    with    the 
purpose  and  effect  of  unduly  hampering,   injuring,   or  prejudicing 
competitors  in  their  businesses,  is  an  unfair  trade  practice. 
Rule  10. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Reftmds,  Dis- 
counts, Credits,  Etc.,^  Which  Effect  Unlawful  Pnce  Discnmination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,^  where  such  rebate,  refund, 
discount,  credit,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goods  of  like  grade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,*  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,2  or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customers  of  either  of  them :  Provided,  however— 

»  Paragraph    (a)    of  Rule  10  shall   not  be  construed   as  embracing   practice*   prohibited   by 
paragraphs    (6).    (c).  and    (d)    of  this   rule.  niuuea   oy 

•  See  footnote,  p.  460. 
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(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 

*  diction  of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (5) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Comm%ssions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce-  to  pay  or  contract  for  the  pa>Tnent  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  all 


See  footnote,  p.  460. 
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other  customers  competing  in  the  distribution  of  such   products  or 
commodities. 

(d)  Prohibited  Discriminatory  Services  or  FacUities.— It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^ to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(6)  hidudng  or  Receiving  wn  Illegal  Discrimination  in  Price —Ix 
18  an  unfair  trade  practice  for  any  member  of  the  industry  en-aged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  10.  .65 

KuLE  11.    Combination  or  Coercion  to  Fix  Prices,  Suppress  Competi- 
t%on,  or  Restrain  Trade. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  partnership,  cor- 
poration, or  association—^ 

(a)  to  use,  directly  or  indirectly,  any  form  of  threat,  iiitimi- 
dation,  or  coercion  against  any  member  of  the  industry  to  unlaw- 
tul  y  fix,  maintain,  or  enhance  prices,  suppress  competition,  or 
restrain  trade;  or  , 

(6)  to  enter  into  or  take  part  in,  directly  or  indirectly,  any 
agreement   understanding,  combination,  conspiracy,  or  concert  of 
action  with  one  or  more  persons,  firms,  partnerships,  corporations 
or  associations  to  fix,  maintain,  or  enhance  prices,  suppress  com- 
petition, or  restrain  trade. 

Rule  12.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost 
rndir'^JH^  with  wrongful  intent  of  thereby  injuring  a  competitor' 
and  where  the  effect  of  such  practice  is  to  unreasonably  restrain  trade 
tend  to  create  a  monopoly,  or  substantially  lessen  competition  is  an 
unfair  trade  practice.  t-  .    ^  an 

Jf^Z"^"  i!  not  to  be  construed  as  prohibiting  all  sales  below  cost, 
but  only  such  selling  below  the  seller's  cost  a.s  is  resorted  to  and  pur 
sued  as  a  monopolistic  practice  with  the  wrongful  intent  referred  to 
and  coupled  with  the  effect  of  unreasonably  restraining  trade,  tendin. 
to  create  a  monopoly  or  substantially  lessening  competition.  Sales 
below  cost  by  a  competitor  not  in  a  sufficiently  strong  competitive  posi- 

*  Se*  footnote,  p.  460. 
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tion  to  produce,  and  not  actually  producing,  the  monopolistic  or  re- 
straining effect  mentioned,  do  not  fall  within  the  inhibitions  of  this  rule. 
The  costs  referred  to  in  the  rule  are  actual  costs  of  the  respective 
seller  and  not  some  other  figure  or  average  costs  in  the  industry,  de- 
termined by  an  industry  cost  survey  or  otherwise. 

Rule  13.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation  to 
aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

GROUP  II* 

Rule  A.  Repudiojtian  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by  the 
industry. 

Rule  B.  Abuse  of  Buying  and  Selling  Power. 

The  use  of  buying  power  to  force  uneconomic  or  unjust  terms  of 
sale  upon  sellers,  and  the  use  of  selling  power  to  force  uneconomic  or 
unjust  terms  of  sale  upon  buyers,  are  condemned  by  the  industry. 

Rule  C.  Maintenance  of  Accurate  Records. 

It  is  the  judgment  of  the  industiy  that  each  member  should  inde- 
pendently keep  proper  and  accurate  records  for  determining  his  costs. 

Promulgated  by  the  Federal  Trade  Commission  June  29,  1939. 


*  See  pagre  VIII  for  headnot«  applicable  to  Group  II  Rulaa. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Putty  Manufacturing  Industry  as 
herein  set  forth,  are  promulgated  by  the  Federal  Trade  Commission 
under  its  trade  practice  conference  procedure. 

The  rules  relate  to  the  sale  and  distribution  of  putty  throughout 
the  United  States  and  have  for  their  purpose  the  elimination  and 
prevention  of  misrepresentation,  deceptive  concealment,  and  various 
other  unfair  methods  of  competition  and  unfair  or  deceptive  acts  or 
practices. 

Putty  w  used  largely  in  the  glazing  and  reglazing  of  wood  and 
steel  window  sash,  and  for  other  purposes  generally  connected  with 
construction,  maintenance,  or  repair  work.  According  to  the  most 
recent  statistics  available,  the  total  volume  of  production  of  putty  in 
tlie  la.ited  States  for  the  year  1937  amounted  to  90.544.189  pounds 
with  manufacturers-  sales  totaling  approximately  $3.683418  for  the 
year. 

In  the  course  of  the  proceedings  an  industry  conference  was  held 
m  Washington,  D.  C,  under  the  Commission's  auspices,  and  proposed 
trade  practice  rules  were  submitted  by  members  of  the  industry 
Subsequently,  tentative  action  was  taken  by  the  Commission  on  the 
rules  «,  submitted  and  a  draft  of  the  proposed  rules  was  made 
available,  upon  public  notice,  to  all  interested  or  affected  parties 
aflfording  them  opportunity  to  present  such  pertinent  facts,  suggestions' 
or  objections  as  they  desired,  and  to  be  heard  in  respect  to  the  proposed 
rules.  Accordingly,  a  public  hearing  was  held  in  Washington  and  all 
matters  submitted  were  given  due  consideration. 

Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken  and  the  rules  in  the  form  appearing  herein  under  Group  I 
were  approved  by  the  Commission. 

THE  RULES 

GROUP  I* 

Rule  1.  False  Advertising. 

Making,  or  causing  to  be  made  or  published,  any  false,  misleading 
or  deceptive  statement  or  representation,  b>-  way  of  adveitLsement  or 

•  See  Dace  VIII  for  hei.dnote  applicable  to  Group  I   Rulea. 
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otherwise,  cancerning  the  grade,  quality,  quantity,  substance,  character, 
size,  material,  content,  origin,  preparation,  manufacture,  or  distribu- 
tion of  any  industry  product,  or  in  any  other  material  respect,  is  an 
unfair  trade  practice. 

Rule  2.  Deceptive  Marking,  Branding,  or  Devices. 

The  sale  or  offering  for  sale  of  any  product  of  the  industry  by  any 
false  or  deceptive  means  or  device,  or  the  false  or  deceptive  marking 
or  branding  of  products  of  the  industry,  with  respect  to  the  grade, 
quality,  quantity,  use,  material,  content,  preparation,  manufacture,  or 
distribution  of  such  products,  or  in  any  other  material  respect.  Is  an 
unfair  trade  practice. 

Rule  3.  Misrepresentation  of  Vehicle. 

The  marking,  branding,  advertising,  or  representing  of  any  industry 
product  as  **Pure  Putty,"  **Pui-e  Linseed  Putty,"  "Linseed  Oil 
Putty,"  or  by  words,  signs,  abbreviations,  or  other  representations  of 
similar  import  or  meaning,  as  descriptive  of  putty  the  vehicle  of 
which  is  not  composed  wholly  of  pure  linseed  oil,  is  an  unfair  trade 
practice.  Nothing  in  this  rule,  however,  shall  be  construed  as  pro- 
hibiting the  use  in  such  putty  of  necessary  or  desirable  amounts  of 
drier,  provided  the  presence  of  such  drier  is  fully  and  nondeceptively 
disclosed  on  the  label  and  purchasers  of  the  putty  are  informed  of 
such  content  of  drier. 

Rule  4.  Deceptive  Concealment. 

(a)  In  the  case  of  wood  sash  putty  in  which  mineral  or  other 
oils  are  used  in  the  vehicle  as  an  adulterant  or  as  a  substitute  for  lin- 
seed oil,  in  whole  or  in  part,  it  is  an  unfair  trade  practice  to  conceal 
or  fail  or  refuse  to  disclose  the  presence  of  such  adulterant  or  sub- 
stitute oils,  with'  the  capacity  and  tendency  or  effect  of  thereby 
misleading  or  deceiving  the  purchasing  or  consuming  public. 

(6)  Nondisclosure,  or  concealment  from  purchasers,  of  any  ingre- 
dient of  a  product  offered  for  sale  or  sold  as  or  for  putty  where 
such  nondisclosure  or  concealment  is  practiced  by  the  seller  with  the 
tendency  and  capacity  or  effect  of  thereby  misleading  or  deceiving 
the  purchasing  or  consuming  public  is  an  unfair  trade  practice. 

Rule  5.   Misrepresentation  of  Pigment. 

The  marking,  branding,  advertising,  or  representing  of  any  industrj' 
product  as  ** Chalk  Putty,"  ** Chalk  Whiting  Putty,"  or  "True  Chalk 
Whiting  Putty,"  or  by  words,  signs,  abbreviations,  or  other  represen- 
tations of  similar  import  or  meaning,  as  descriptive  of  putty  the 
pigment  of  which  is  not  composed  wholly  of  pure  chalk  whiting,  is 
an  unfair  trade  practice. 
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Rule  6.  Misrepresentation  of  White  Lead. 

It  is  an  unfair  trade  practice,  directly  or  by  implication,  to  adver- 
tise, describe,  mark,  brand,  label,  or  otherwise  represent  any  putty 
(a)  as  containing  white  lead  when  such  is  not  the  fact;  or  (h)  as  con- 
taining more  white  lead  than  is  in  fact  present  in  the  product;  or 
(c)  as  being  white  lead  putty  when  the  same  in  fact  contains  no  white 
lead  or  when  the  putty  does  not  contain  white  lead  in  sufficient  pro- 
portion to  impart  to  the  product  substantial  and  effectual  white  lead 
characteristics  or  properties;  or  (d)  to  advertise,  describe,  mark, 
brand,  label,  or  represent  putty  in  any  other  manner  which  has  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  pur- 
chasing or  consuming  public  as  to  the  presence  of  lead  or  as  to  the 
kind,  character,  or  percentage  thereof  contained  in  the  product. 

(AOTE.— In  respect  to  putty  marketed  through  dealer-channels  of  trade  to 
the  consuming  public,  represented  or  sold  as  containing  lead  or  as  being 
white  lead  putty,  disclosure  shall  be  made  on  the  label  or  container  of  the 
kind  or  type  of  lead,  whether  carbonate  or  sulphate,  and  the  total  percent- 
age of  lead  contained  in  the  product,  to  the  end  that  misrepresentation  or 
deceptive  concealment  as  to  the  lead  content  of  the  product  may  be  avoided 
and  prevented.  And  the  failure  or  refusal  to  make  such  disclosure,  with 
the  capacity  and  tendency  or  effect  of  thereby  misleading  or  deceiving  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice.) 

Rule  7.  Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  practice  of  imitating  or  causing  to  be  imitated,  or  directly  or 
indirectly  promoting  the  imitation  of,  the  trade-marks,  trade  names, 
or  other  exclusively  owned  symbols  or  marks  of  identification  of  com- 
petitors, having  the  capacity,  tendency,  or  effect  of  misleading  or 
deceiving  the  purchasing  or  consuming  public,  is  an  unfair  trade 
practice. 

Rule  8.  Defam,aiion  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishon- 
orable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  or  conditions  of  emplojnnent,  is  an  unfair  trade  practice. 

Rule  9.  Commercial  Bribery. 

Directly  or  indirectly  to  give,  or  permit  to  be  given,  or  offer  to  give, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to 
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purchase  any  industry  products  from  the  maker  of  such  gift  or  offer 
or  to  influence  such  employers  or  principals  to  refrain  from  dealing 
or  contracting  to  deal  with  competitors,  is  an  unfair  trade  practice. 
Rule  10.  False  Invoicing. 

Withholding  from  or  inserting  in  invoices,  bills  of  lading,  delivery 
receipts,  or  other  documents  of  title  any  statements  or  information  by 
reason  of  which  omission  or  insertion  a  false  record  is  made,  wholly 
or  in  part,  of  the  transactions  represented  on  the  face  of  such  invoices, 
bills  of  lading,  delivery  receipts,  or  other  documents  of  title,  with  the 
effect  of  thereby  misleading  or  deceiving  the  purchasing  or  consuming 
public,  is  an  unfair  trade  practice. 
Rule  11.   Use  of  Short-weight  Containers. 

The  selling  or  offering  for  sale  of  putty  in  so-called  short-weight 
containers  or  packed  in  odd-size  or  odd-shaped  containers  or  packages 
simulating  in  size  or  shape  standard  size  or  shaped  containers  or  pack- 
ages which  are  known  to  the  public  as  standard  containers  of  definite 
capacity,  with  the  tendency  and  capacity  or  effect  of  misleading  or 
deceiving  the  purchasing  or  consuming  public  as  to  the  contents  of 
such  containers  or  packages  or  the  amount  of  putty  contained  tlicrein, 
is  an  unfair  trade  practice. 

Rule  12.   False  Guarantee. 

The  making  of  any  oruarantee  as  to  the  durability  or  senneo  of  any 
industry  product  which  is  untrue  or  wliich  is  impracticable  or  impos- 
sible to  fulfill  becau.se  of  contingencies  such  as,  but  not  limited  to, 
workmanship  or  maintenance  over  whicli  tlie  manufacturer  or  guar- 
antor has  no  control  or  which  otherwise  lias  a  tendency,  capacity,  or 
effect  of  deceiving  or  misleading  the  purclia.sing  or  consuming  public, 
is  an  unfair  trade  practice. 
Rule  13. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates.  Refunds,  Dis- 
counts, Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,^  where  such  rebate,  rofund, 
discount,  credit,  or  other  form  of  price  differential  effects  a  dis<rim- 
ination  in  price  between  different  purcha.sers  of  goods  of  like  «rrade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,^  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  oi*  eom- 
merce,2  or  to  injure,  destroy,  or  prevent  competition  with  any  person 

1  Paragraph    (o)    of  Rule  IS  shall  not  be  eonstnied   &s   rmbmeint   prHcticM  prohibited   by 
paragraphs    (b).    (o).  and    (d)   of  this  rale. 
'  See  footnot*.  p.  460. 
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who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customers  of  either  of  them :  Provided,  however— 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  {a)  the  market  for  the  goods  concerned,  or  (6) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions.— It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  aUowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 

*  See  footnote,  p.  460. 
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ment  or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 
commodities. 

(d)  Prohibited  Discriminatory  Services  or  Fa-cilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^ to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(c)  Inducing  or  'Receiving  an  Illegal  Discrimination  in  Price. — It 
is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  13. 

Pi*omulgated  by  the  Federal  Trade  Commission  June  30,  1939. 


*  See  footnote,  p.  460. 
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STATEMENT  BY  THE  COMJMISSION 

Trade  practice  rules  for  the  Mirror  Manufacturing  Industry,  as 
herein  set  forth,  are  promulgated  by  the  Federal  Trade  Commission 
under  the  trade  practice  conference  procedure.  The  rules  provide  for 
the  proper  identification  and  disclosure  of  the  kind  of  glass  in  mirrors 
and  for  the  elimination  and  prevention  of  misrepresentation,  deceptive 
concealment,  and  various  other  unfair  trade  practices,  in  the  interest 
of  maintaining  fair  competitive  conditions  and  the  protection  of  the 
purchasing  public. 

Available  statistics  show  that  for  the  year  1937,  the  production  of 
mirrors  in  this  country  approximated  $20,000,000,  manufacturers* 
prices.  Mirrors  are  widely  used  for  many  decorative  purposes  and 
in  construction  work ;  also,  as  part  of  furniture,  cabinets,  store  fixtures, 
and  other  articles  of  commerce.  They  are  also  marketed  for  use  as 
mirror  novelties  and  specialties,  and  for  other  purposes.  The  rules 
apply  to  mirrors  when  sold  as  part  of,  or  in  connection  with,  any 
commodity  or  article  of  commerce  as  well  as  when  sold  separately; 
and  the  legal  requirements  expressed  in  the  rules  are  applicable  in  the 
bale  or  distribution  of  such  mirrors  in  commerce  by  mirror  manufac- 
turers, furniture  manufacturers,  or  other  manufacturers,  or  by  job- 
bers, distributors,  dealers,  or  other  sellers.  The  provisions  of  the  rules  as 
promulgated  afford  a  helpful  guide  to  industry,  trade,  and  the  pur- 
chasing public  in  respect  to  the  unfair  trade  practices  specified. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  of  the  industry.  In  the  course  thereof  an 
industry  conference  was  held,  under  the  auspices  of  the  Commission, 
at  which  proposed  rules  were  submitted  for  Commission  action  by 
members  of  the  industry.  In  due  course  tentative  action  was  taken 
by  the  Commission  on  the  rules  so  submitted  and  a  draft  of  proposed 
rules  was  made  available  upon  public  notice  issued  by  the  Commis- 
sion to  all  interested  or  affected  parties,  whereby  they  were  afforded 
opportunity  to  present  their  views  concerning  such  rules,  including 
such  pertinent  information,  suggestions,  or  objections  as  they  desired 
to  submit,  and  to  be  heard  in  the  premises.  Accordingly,  public  hear- 
ing was  held  in  Washington  pursuant  to  such  notice  and  all  matterg 
submitted  in  the  proceeding  were  duly  received  and  considered. 

<U742— 4e— 14 
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Thereafter,  and  upon  consideration  of  the  entire  proceeding,  Bnal 
action  was  taken  by  the  Commission  whereby  it  approved  and  re- 
ceived, respectively,  the  rules  appearing  herein  under  Group  I  and 
Group  II. 

As  herein  promulgated,  the  rules  supersede  and  replace  the  trade 
practice  rules  promulgated  by  the  Commission  for  this  industry  on 
December  31,  1936. 

THE  RULES 
GROUP  I* 

Rule  1.  Definitions. 

For  the  purpose  of  these  rules  the  following  definitions  shall  apply: 
(a)  Plate  glass  mirrors  are  mirrors  the  glass  of  which  is  polished 
plate  glass.  Plate  glass  is  transparent,  flat  glass  with  plane  and  parallel 
surfaces,  ground  and  polished  to  the  extent  that  the  glass  shows  no 
distortion  of  vision  when  objects  are  viewed  through  it  at  any  angle. 
Plate  glass  is  produced  in  several  different  grades  and  may  be  obtained 
also  in  different  thicknesses,  namely,  Vg",  Jl",  y^\  and  other  thicknesses. 
(h)  Window  glass  (or  so-called  shock)  mirrors  are  mirrors  the  glass 
of  which  is  window  glass.  Window  glass  is  transparent,  flat  glass, 
having  glossy,  fire  finished,  apparently  plane  and  smooth  surfaces 
not  ground  and  polished  as  in  the  case  of  plate  glass  but  having  a 
characteristic  waviness  of  surface  which  is  visible  when  viewed  at  an 
acute  angle  or  in  reflected  light.  Window  glass  for  use  in  mirrors  is 
customarily  made  in  thicknesses  of  ^Y  and  Vg"-  It  is  also  made  in 
thicknesses  of  A",  /j",  i^",  and  other  thicknesses. 

Rule  2.  Deception  in  General. 

It  is  an  unfair  trade  practice  to  use,  or  cause  or  promote  the  use 
of,  any  advertisements,  descriptions,  brands,  marks,  labels,  represen- 
tations, or  selling  methods  (a)  which  have  the  capacity  and  tendency 
or  effect  of  misleading  or  deceiving  the  purchasing  or  consuming  public 
with  respect  to  the  brand,  manufacture,  grade,  quality,  durability, 
thickness,  origin,  size,  substance,  content,  condition,  backing,  silvering, 
finish,  material,  or  character  of  any  mirror  or  other  product  of  the 
industry;  or  (6)  which  are  false,  misleading,  or  deceptive  in  any  other 
material  respect. 

Rule  3.    Misrepresentations  as  to  Kind  of  Gla^ss,  Quality,  Thickness, 
or  Backing. 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise,  describe, 
brand,  label,  or  otherwise  represent,  directly  or  indirectly,  any  mirror: 


*  S«e  pa^e  VIU  for  headnote  applicable  to  Group  I  Rules. 
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(a)  As  **  plate"  or  *  Opiate  glass,"  or  as  being  made  of  plate  glass, 
when  the  glass  of  such  mirror  is  not  in  fact  plate  glass ;  or 

(6)  As  being  made  of  glass  of  a  certain  grade,  quality,  or  thick- 
ness, or  as  being  free  from  or  as  having  certain  characteristics,  when 
such  is  not  true  in  fact;  or 

(c)  As  being  or  not  being  made  of  window  glass  when  such  is  not 
true  in  fact;  or 

(d)  As  being  copper  backed  or  backed  with  copper  or  having  copper 
backing  when  such  backing  is  not  genuine  metallic  copper  applied  by 
the  electrolytic  process.  Nothing  in  this  rule  shall  be  construed,  how- 
ever, as  prohibiting  the  use  of  representations  to  the  effect  that  any 
backing  on  mirrors  which  has  not  been  applied  by  the  electrolytic  ^ 
process    contains   copper  when   such    is   the   fact:    Provided,    There 

is  clearly  and  nondeceptively  disclosed,  in  immediate  conjunction 
with  such  representations,  information  clearly  showing  the  fact 
that  the  backing  on  the  mirrors  is  not  such  genuine  metallic  copper 
backing  electrolytically  applied:  And  provided  further,  Said  repre- 
sentations are  clearly  and  definitely  qualified,  phrased,  or  stated  in 
such  manner  as  not  to  cause  the  purchasing  or  consuming  public  to 
be  deceptively  confused,  misled,  or  deceived  as  to  the  character,  nature, 
or  content  of  such  backing,  or  otherwise;  or 

(e)  As  being  made  of  or  containing  crystal  glass  or  as  being  crystal 
when  such  glass  is  not  in  fact  crystal  glass. 

Rule  4.   Misuse  of  Words  '*Plafe  Glass  Thickness/'  Etc. 

The  use  of  the  words  *' plate  glass  thickness"  or  words  or  repre- 
sentations of  similar  import  as  descriptive  of  mirrors  which  are  made 
of  glass  other  than  plate  glass,  with  the  capacity  and  tendency  or 
effect  of  misleading  or  deceiving  the  purchasing  or  consuming  public, 
is  an  unfair  trade  practice. 

Rule  5.  Use  of  Term  ''Sheet  Glass'*  without  Disclosing  Kind  of  Glass. 
The  use  of  the  term  *' sheet"  or  *' sheet  glass,"  or  words  of  similar 
import,  as  descriptive  of  mirrors  made  of  window  glass  or  plate  glass 
without  disclosing  the  fact  that  the  glass  in  such  mirrors  is  window 
glass  or  plate  glass  as  the  case  may  be,  having  the  capacity  and  tend- 
ency or  effect  of  misleading  or  deceiving  the  purchasing  or  consuming 
public,  is  an  unfair  trade  practice. 

Rule  6.   Disclosure  (w  to  Kind  of  Glass  in  Mirrors. 

(a)  Full  and  nondeceptive  disclosure  as  to  whether  the  glass  in 
mirrors  is  plate  glass,  window  glass,  or  other  glass  should  be  made  in 
accordance  with  the  hereinafter  stated  provisions  of  this  rule,  to  the 
end  that  the  purchasing  and  consuming  public  may  be  informed  as 
to  the  kind  of  glass  in  such  mirrors  and  that  deceptive  concealment, 
misunderstanding,    misrepresentation,   and   unfair   practices   may   be 
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avoided  and  prevented  in  the  marketing  of  such  mirrors.  And  it  is 
an  unfair  trade  practice  to  conceal  the  fact  as  to  the  kind  of  glass  in 
the  mirrors  or  to  offer  for  sale,  sell,  or  distribute  mirrors  without  the 
disclosure  of  the  kind  of  glass  therein,  such  concealment  or  nondis- 
closure having  the  capacity  and  tendency  or  effect  of  misleading  or 
deceiving  the  purchasing  or  consuming  public. 

(6)  Said  disclosure,  pursuant  to  this  rule,  of  the  kind  of  glass  in 
mirrors,  shall  be  made  by  a  label  attached  to  and  displayed  upon  the 
face  of  each  mirror  of  a  size  greater  than  48  square  inches,  on  which 
label  the  facts  as  to  the  kind  of  glass  of  which  the  mirror  is  composed 
shall  be  set  forth  clearly  and  nondeceptively,  as  for  example,  **  PLATE 
GLASS''  for  mirrors  composed  of  plate  glass;  *' WIN  DOW  GLASS'' 
for  mirrors  composed  of  window  glass. 

(c)  In  making  the  above-mentioned  disclosure  under  this  rule,  labels 
attached  by  manufacturers,  or  those  first  placing  the  mirrors  in  the 
channels  of  trade,  shall  be  attached  to  the  face  of  each  glass  in 
the  mirror  in  such  manner  as  to  carry  through  the  ordinary  channels 
of  trade  to  the  ultimate  purchaser  or  consumer,  thus  avoiding  the 
necessity  of  relabeling  or  further  labeling  as  to  the  kind  of  glass  con- 
tained in  the  mirrors  so  long  as  such  original  label  is  clear  and  remains 
upon  the  mirror. 

(d)  The  removal,  obliteration,  or  defacement  of  any  label  required 
by  this  rule  to  appear  upon  the  face  of  the  mirror,  or  the  sale,  resale, 
or  distribution  of  any  mirror  without  a  label  as  hereinabove  provided 
for,  with  the  capacity  and  tendency  or  effect  of  deceptively  concealing 
the  kind  of  glass  contained  in  such  mirror,  or  of  otherwise  causing 
such  mirror  to  be  offered  for  sale,  sold,  or  purchased  under  false,  mis- 
leading, or  deceptive  representations  or  conditions,  is  an  unfair  trade 
practice. 

(e)  It  is  deemed  proper  practice,  in  respect  to  mirrors  covered  by 
this  rule  or  products  containing  such  mirrors,  for  manufacturers, 
distributors,  dealers,  or  other  marketers  to  truthfully  identify  in  their 
invoices  or  sales  slips  to  purchasers,  and  in  their  catalogs  and  trade 
promotional  literature,  whether  the  respective  mirrors  so  covered  there- 
in are  *' Plate  Glass"  or  **Wipdow  Glass"  mirrors.  Failure  or  refusal 
to  make  such  disclosure  or  identification  when  pursued  with  the 
capacity  and  tendency  or  effect  of  causing  or  promoting  the  sale, 
resale,  or  purchase  of  such  mirrors  or  mirror  products  under  condi- 
tions of  deceptive  concealment  or  other  misleading  conditions  or  repre- 
sentations, is  an  unfair  trade  practice. 

Rule  7.  Deceptive  Guarantees. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be 
made  or  published,  directly  or  indirectly^  through  advertising,  trade 
or  corporate  name,  or  otherwise,  any  false,  misleading,  or  deceptive 


TRADE  PRACTICE  RULES 


203 


statement,  guarantee,  warranty,  or  other  representation  concerning 
"silver  spoilage,"  or  concerning  the  backing  or  silvering,  or  the  life 
or  durability  of  mirrors. 

Rule  8.  Misrepresenting  ** Seconds/'  Etc. 

It  is  an  unfair  trade  practice  (a)  to  offer  for  sale,  sell,  or  distribute 
lower  quality  or  so-called  ** seconds"  or  defective  mirrors  as  and  for 
mirrors  of  higher  grade  or  quality  or  as  not  being  such  ** seconds"; 
or  (6)  to  deceptively  conceal  the  fact  that  the  product  is  defective, 
thereby  causing  purchasers  to  be  misled  or  deceived. 

Rule  9.  Misuse  of  Terms  ''Close-outs/'  ''Discontinued  Lines/'  Etc. 

It  is  an  unfair  trade  practice  to  advertise,  describe,  or  otherwise 
represent  regular  lines  of  merchandise  as  *' Close-outs, "  **  Discontinued 
lines,  *^  or  by  words  or  representations  of  similar  import,  when  such 
^re  not  true  in  fact;  or  to  so  advertise,  describe,  or  otherwise  repre- 
sent merchandise  where  the  capacity  and  tendency  or  effect  thereof 
is  to  lead  the  purchasing  or  consuming  public  to  believe  such  mer- 
chandise is  being  offered  for  sale  and  sold  at  greatly  reduced  prices 
or  at  so-called  ** bargain"  prices,  when  such  is  not  the  fact. 

Rule  10.    Use  of  Lottery  or  Scheme  of  Chance. 

The  offering  or  giving  of  prizes,  premiums,  or  gifts  in  connection 
with  the  sale  of  industry  products,  or  as  an  inducement  thereto,  by 
any  scheme  which  involves  lottery  or  scheme  of  chance,  is  an  unfair 
trade  practice. 

Rule  11.   Substituting  Inferim^  Products  for  Those  Ordered. 

The  practice  of  using  or  substituting  any  product  of'  the  industry 
inferior  in  grade  or  quality  to  that  specified  by  the  purchaser,  with- 
out the  consent  of  said  purchaser  to  such  use  or  substitution  or  with 
the  tendency  and  capacity  or  effect  of  misleading  or  deceiving  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice. 

Rule  12.  Imitation  or  Simulation  of  Trade-marks,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  labels. 
or  brands  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  13.  False  Invoicing. 

Withholding  from  or  inserting  in  invoices  any  statement  or  infor- 
mation by  reason  of  which  omission  or  insertion  a  false  record  is  made, 
wholly  or  in  part,  of  the  transactions  represented  on  the  face  of  such 
invoices,  with  the  effect  of  thereby  misleading  or  deceiving  the  purchas- 
ing or  consuming  public,  is  an  unfair  trade  practice. 
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Rule  14.   Misleading  Price  Quotations,  Etc. 

The  making,  publishing,  or  circulating  by  any  member  of  the  indus- 
try of  false  or  misleading  price  quotations,  price  lists,  terms,  or  condi- 
tions of  sale,  with  the  tendency  and  capacity  or  effect  of  misleading 
or  deceiving  the  purchasing  or  consuming  public,  is  an  unfair  trade 
practice. 

Rule  15.  Commercial  Btihery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers,  or  to  agents,  employees,  or  rep- 
resentatives of  competitors'  customers  or  prospective  customers,  with- 
out the  knowledge  of  their  employers  or  principals,  as  an  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract 
to  purchase  products  manufactured  or  sold  by  such  industry  member 
or  the  maker  of  such  gift  or  offer  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  16.    Procurement  of  Competitors'  Confidential  Information  by 
Unfair  M earns  and  Wrongful  Use  Thereof, 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
obtain  information  concerning  the  business  of  a  competitor,  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  author- 
ity, or  by  any  other  unfair  means,  and  to  use  the  information  so  ob- 
tained in  such  a  manner  as  to  injure  said  competitor  in  his  business  or 
to  suppress  competition  or  unreasonably  restrain  trade. 

Rule  17.  Defamation  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishon- 
orable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  poli- 
cies, services,  or  conditions  of  employment,  is  an  unfair  trade  practice. 

Rule  18.   Unfair  Thnats  of  Infringement  Suits. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  harass- 
ing or  intimidating  such  customers  or  prospective  customers  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 
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Rule  19.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful 
contracts  between  competitors  and  their  customers  or  their  suppliers 
by  any  false  or  deceptive  means  whatsoever,  or  interfering  with  or 
obstructing  the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  20. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,^  where  such  rebate,  refund, 
discount,  credit,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goods  of  like  grade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,^  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,2  or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customei-s  of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered  J 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce-  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (b) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  goods,   obsolescence  of 


»  Paragraph    (a)    of  Rule  20  shall   not  be  t-onsirued   as   embracing   practices   prohibited    by 
paragraphs    (b).    (e),  and    (d)    of  this   rule. 
*  S««  footnot«.  p.  460. 
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seasonal  goods,  distress  sales  under  court  process,  or  sales  in  ^ood 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing  of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  .value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  conjnection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 
commodities. 

id)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
^vith  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

{€■)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price.— It 
is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,*  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  20. 

Rule  21.   Aiding  or  Abetti^ig  Use  of  Unfair  Trade  Practices. 
It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
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to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

GROUP  II* 

Rule  A. 

The  industry  recommends  that  each  member  thereof  comply  with 
Commercial  Standard   CS27-36  for  Mirrors  as  promulgated  by  the 
National  Bureau  of  Standards,  U.  S.  Department  of  Commerce. 
Rule  B. 

To  facilitate  protection  of  the  purchasing  public  it  is  the  judgment 
and  recommendation  of  the  industry  that  the  labels  to  be  used  pursuant 
to  Rule  6  of  Group  I  should  be  of  uniform  wording,  as  follows : 

For  plate  glass  mirrors — 

*  *  This  mirror  is  made 

of 

PLATE  GLASS.*' 

For  window  glass  mirrors — 

''This  mirror  is  made 

of 
WINDOW  GLASS.'* 


Promulgated  by  the  Federal  Trade  Commission  July  19,  1939 


*  See  pRfire  VIII  for  headnote  applicable  to  Group  II  Ruled. 
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•  See  footnote,  p.  4M. 
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TRADE  PRACTICE  RULES 
FOR  THE 

RADIO  RECEIVING  SET  MANUFACTURING  INDUSTRY 

PROMULGATED  JULY  22,  1939 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Radio  Receiving  Set  Manufacturing 
Industry,  as  herein  set  forth,  are  promulgated  by  the  Federal  Trade 
Commission  under  the  trade  practice  conference  procedure. 

The  rules  provide  for  the  elimination  and  prevention  of  false  ad- 
vertising, deceptive  selling  methods,  and  certain  other  unfair  trade 
practices,  and  are  issued  in  the  interest  of  protecting  the  purchasing 
public  and  maintaining  fair  competitive  conditions  in  the  industr>'. 
Such  rules  are  applicable  to  radio  receiving  sets,  radio  parts,  acces- 
sories, and  related  products  of  the  industry,  and  to  their  sale  and  dis- 
tribution in  commerce  by  manufacturers,  jobbers,  distributors,  dealers, 
or  other  marketers. 

Available  statistics  indicate  that  for  the  year  1937,  the  industry's 
total  sales  of  radio  receiving  sets,  parts,  accessories,  etc.,  amounted  to 
slightly  more  than  $460,000,000,  retail  value.  For  the  year  1938,  radio 
receiving  sets  sold  by  the  industry,  exclusive  of  parts,  accessories,  etc., 
totaled  approximately  7,150,000,  with  an  estimated  retail  sales  value 
of  about  $225,000,000.  At  the  present  time  there  are  said  to  be  in  use 
in  the  United  States  about  41,000,000  radio  sets.  The  industry,  as  a 
whole,  has  a  large  capital  investment  and  employs  many  thousands  of 
men  and  women  in  its  manufacturing  operations  and  in  selling,  dis- 
tributing, and  servicing  its  products. 

The  proceeding  for  the  establishment  of  rules  was  instituted  upon 
application  of  the  industr}*.  In  the  course  of  the  proceeding  drafts 
of  rules  proposed  for  the  industry  were  made  available  upon  public 
notice,  issued  by  the  Commission  to  all  interested  or  affected  parties, 
whereby  they  were  afforded  opportunity  to  present  to  the  Commission 
their  views,  including  such  suggestions  or  objections  as  they  desired 
to  submit,  and  to  be  heard  in  the  premises.  Accordingly,  public  hearings 
were  held  at  Washington,  D.  C,  and  all  matters  presented  at  the 
hearings,  or  otherwise  submitted  in  pursuance  of  such  notice,  were 
duly  received  and  considered. 

Thereafter,  and  upon  consideration  of  the  entire  proceeding,  the 
rules  appearing  herein  under  Group  I  were  given  final  approval  by  the 
Commission. 
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THE  RULES 

GROUP  I* 

Rule  1.    Misbranding,    Misrepresentation,     and     Deceptive     Selling 
Methods. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  in  the 
course  of  or  in  relation  to  the  marketing  or  distribution  of  radio 
receiving  sets,  parts  or  accessories  therefor,  or  other  products  of  the 
industry,  (1)  to  use,  or  to  cause,  promote,  or  further  the  use  of,  any 
marks,  brands,  labels,  depictions,  advertisements,  trade  promotional 
descriptions,  or  representations  of  any  kind  which,  directly  or  by  im- 
plication, are  false,  misleading,  or  deceptive  to  the  purchasing  or  con- 
suming public;  or  (2)  to  offer  for  sale,  sell,  or  distribute,  or  to  cause 
or  promote  the  sale  or  distribution  of,  radio  receiving  sets,  parts  or 
accessories  therefor,  or  other  products  of  the  industry,  under  any 
other  conditions  or  selling  practices  which  have  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or  con- 
suming public. 

Rule  2.  *' All-Wave/'  ''Sta'ndard  Broadcast,''  Etc. 

IN  THE  APPLICATION  OF  THESE  RULES  AND  FOR  THE 
PURPOSE  OF  AVOIDING  CONFUSION,  MISUNDERSTANDING, 
AND  DECEPTION: 

(a)  Except  as  hereinafter  provided,  the  terms  ''All- Wave," 
"World-Wave,"  ''World-Wide  Wave,"  or  words,  phrases,  or  represen- 
tations of  similar  import,  shall  not  be  used  as  descriptive  of  a  radio 
receiving  set  advertised,  offered  for  sale,  sold,  or  distributed  in  the 
American  market  when  such  set  is  not  constructed  to  receive  and 
capable  of  receiving,  with  reasonable  or  adequate  consistency,  the 
entire  spectrum  of  radio  frequencies  in  recognized  use  in  the  art, 
namely,  all  long- wave  broadcasts  and  transmissions;  all  medium-wave 
and  short-wave  broadcasts  and  transmissions,  and  all  other  waves 
transmitted  or  broadcast,  including  both  foreign  and  domestic ;  except- 
ing, however,  that  such  set  so  described  or  represented  need  not 
include  within  its  capacity  of  reception  such  point-to-point  transmis- 
sions as  are  confidential  and  illegal  for  general  reception  and  di^nil- 
gence  by  members  of  the  public,  nor  such  unchanging  signals  as 
emanate  from  radio  beacons  or  radio  lighthouses,  when  such  set  is  not 
otherwise  falsely  or  deceptively  described  or  crepresented,  directly  or 
indirectly,  as  being  constructed  to  receive,  or  as  being  capable  of 
receiving,  such  point-to-point  or  beacon  or  lighthouse  transmissions. 

(h)   Nothing  herein   contained   shall   prohibit  the  use  of  tho  term 


*  See  pasre  VHI  for  headnote  applicable  to  Group  I  Rules. 
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••Limited  All-Wave,"  "Limited  World-Wave,"  "Limited  World-Wide 
Wave,*'  or  term  or  words  of  similar  import,  as  descriptive  of  a  radio 
receiving  set  advertised,  offered  for  sale,  sold,  or  distributed  in  the 
American  market  when  such  set  is  constructed  for  and  capable  of 
consistently  receiving  at  least  a  continuous  spectrum  of  frequencies 
from  540  kilocycles  to  18,000  kilocycles,  provided  such  term  or  words 
are  immediately  accompanied  by  words,  phrases,  or  terms,  set  forth 
conspicuously  and  clearly,  unequivocally  and  truthfully  stating  the 
exact  wave  bands  or  frequencies  which  such  set  is  capable  of  con- 
sistently receiving;  for  example: 

"LIMITED  ALL- WAVE 
From  540  to  18,000  Kilocycles" 

"LIMITED  ALL- WAVE 
From  530  to  21,000  Kilocycles" 

"LIMITED  WORLD-WAVE 
From  540  to  18,000  Kilocycles" 

"LIOTTED  WORLD-WIDE  WAVE 
From  540  to  18,000  Kilocycles" 

••LIMITED  ALL- WAVE 
From  140  to  410  Kilocycles,  and 
From  540  to  18,000  Kilocycles" 

•* LIMITED  WORLD-WAVE 

From  540  to  18,000  Kilocycles,  and 

From  19,000  to  23,500  Kilocycles" 

"LIMITED  WORLD-WIDE  WAVE 
From  150  to  400  Kilocycles,  and 
From  540  to  35,000  Kilocycles" 

(c)  Nothing  herein  contained  shall  prohibit  the  use,  as  descriptive 
of  a  radio  receiving  set,  of  the  term  "all  waves"  as  an  integral  part 
of  a  clause,  sentence,  or  statement  which  truthfully  and  unequivocally 
sets  forth  the  bands  or  radio  frequencies  such  set  does  not  cover,  and 
wherein  the  words  "all  waves"  are  not  given  greater  prominence  or 
conspicuousness  than  the  other  parts  of  such  clause,  sentence,  or  state- 
ment: Provided,  Such  set  is  constructed  for  and  capable  of  receiving 
with  reasonable  or  adequate  consistency  all  the  waves  or  bands  of 
frequencies  from  540  to  18,000  kilocycles  and  such  other  bands  or 
frequencies  as  are  represented  to  be  within  its  receptive  capacity. 
The  following  are  illustrative  of  such  permissible  phrases  here  pro- 
vided for: 

**A11  waves  except  for  frequencies  above  21,000  kilocycles  and 
below  540  kilocycles." 

'AH  waves  except  Asiatic  stations." 
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' '  All  waves  except  foreign  and  domestic  frequencies  above  18,000 
kilocycles  and  below  540  kilocycles." 

(d)  The  term  "Standard  Broadcast"  shall  not  be  used  as  descrip- 
tive of  a  radio  receiving  set  which  is  not  built  for  or  capable  of 
receiving  with  reasonable  or  adequate  consistency  a  continuous  spec- 
trum of  frequencies  from  540  to  at  least  1,600  kilocycles. 

(e)  Also,  the  term  "Standard  Broadcast"  as  descriptive  of  a  radio 
receiving  set  shall  not  be  used  in  such  manner  as  to  lead  the  public 
to  believe  (1)  that  such  set  is  constructed  for  and  capable  of  receiving 
with  reasonable  or  adequate  consistency  a  greater  number  of  radio 
frequency  signals  than  is  in  fact  true  of  such  set;  or  (2)  that  the  set 
is  capable  of  so  receiving  more  than  the  continuous  spectrum  of  fre- 
quencies from  540  to  1,600  kilocycles. 

(/)  In  the  advertisement  or  sale  of  radio  receiving  sets,  disclosure 
of  the  exact  bands  of  frequencies  which  such  sets  are  constructed  to 
receive  and  capable  of  receiving  with  reasonable  or  adequate  consist- 
ency is  deemed  desirable  in  the  interest  of  avoiding  confusion,  mis- 
understanding, or  deception  of  purchasers.  Failure  or  refusal  ade- 
quately to  make  such  disclosure  of  frequencies,  in  connection  with 
the  use  of  the  term  "Standard  Broadcast"  or  otherwise,  when  the 
capacity  and  tendency  or  effect  thereof  is  to  mislead  or  deceive  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice. 

(g)  Nothing  in  these  rules  shall  prevent  the  use,  in  lieu  of  ••kilo- 
cycles," of  other  recognized  units  of  measurement,  such  as  "meters" 
or  •'megacycles,"  when  employed  in  a  truthful  and  nondeceptive 
manner. 

RuiiE  3.    Specific  Types  of  Advertisements  or  Representations  Amon^ 
Those  Prohibited. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use,  or  cause  to  be  used,  any  of  the  following-described  types  of  adver- 
tisements or  representations: 

(a)  Advertisements  or  representations  stating,  purporting,  or  imply- 
ing that  any  radio  receiving  set  so  advertised  or  represented  will 
receive  distant  stations  or  any  or  all  foreign  broadcasts  or  transmis- 
sions easily  or  satisfactorily  or  as  easily  or  satisfactorily  as  local  or 
domestic,  reception  when  such  is  not  the  fact. 

(6)  Advertisements  or  representations  stating,  purporting,  or  im- 
plying that  any  radio  receiving  set  so  advertised,  or  represented,  or 
the  reception  thereof,  is  not  subject  to  interference  or  to  being  in- 
terfered with  or  interrupted  by  fading,  noise,  electrical  interference, 
atmospheric  conditions,  static,  or  any  other  phenomena  or  conditions, 
when  such  is  not  the  fact. 

(c)  Advertisements  or  representations,  with  respect  to  the  receiv- 
ing capacity  or  performance  of  a   radio  receiving  set,   which   make 
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deceptively  exaggerated  or  misleading  claims,  or  claims  which  are 
not  justified  knd  supported  by  the  fact  or  performance  of  such  radio 
set  in  the  locality  in  which  it  is  so  advertised,  represented,  and  sold. 

(d)  Advertisements  or  representations  which  directly  or  by  impli- 
cation  lead  purchasers  to  believe  that  the  radio  set  so  advertised  or 
represented  is  capable  of  greater  or  more  consistent  or  satisfactory 
performance  or  reception  than  is  in  fact  true.  ' 

(e)  Advertisements  or  representations  stating,  purporting,  or  im- 
Plymg  that  any  radio  receiving  set  so  advertised  or  represented  will 
give  world-wide  continuous  reception  or  other  continuous  reception 
when  such  IS  not  the  fact;  or  that  the  radio  receiving  set  will  give 

rlrT7V"  "'^"J  ''''^*^"^  ^^'^  loud-speaker  volume  when  such 
IS  no  the  fact ;  or  that  the  radio  receiving  set  will  give  world-wide 
reception  or  other  reception  regularly  or  dependably  when  such  is  not 

(/)  Advertisements  or  representations  which  present  claims  or  rep- 
resentations  concerning  any  radio  receiving  set  in  such  a  way  as 
deceptively  to  cover  or  conceal  defects  or  deficiencies  inherent  in  such 
set  or  defects  or  deficiencies  inherent  in  the  contemporaneous  state 
of  the  art  to  which  the  receiving  set  is  subject  but  which  are  not 
generally  known  to  the  purchasing  public. 

(9)  Advertisements  or  representations  of  any  radio  receiving  set 
stating,   purporting,   or  implying  that   each   station   or   any   station 
whether  nearby  or  foreign  or  domestic,  can  be  brought  in,  or  brought' 
m  with  sharp,  clear,  or  distinct  reception  or  with  ease,  simplicity,  or 
regularity    by  any  radio  receiving  set  so  advertised  or  represen  ed 
when  such  is  not  the  fact.  ^^-^t^niea, 

nliitl  t,^7*^'^°^^^t«  ^^  representations  stating,  purporting,  or  im- 
plying that  any  radio  receiving  set  so  advertised  or  represented  will 
bring  in  or  receive  broadcasts  from  Europe,  Africa,  South  America 
Australia,  or  Asia  or  from  any  other  designated  locality;  or  that  it 
will  bring  in  such  broadcasts,  or  any  of  them,  consistently  or  satis- 
tactorily,  when  such  is  not  the  fact. 

(i)  Advertisements  or  representations  stating,  purporting,  or  im- 
plying that  any  radio  receiving  set  so  advertised  or  represented  sifts 
out  noise  or  is  free  from  noise,  or  brings  in  far  distant  stations  sharp 
or  clear,  when  such  is  not  the  fact. 

(/)  Advertisements  or  representations  stating,  purporting,  or  im- 
plying  that  any  radio  receiving  set  so  advertised  or  represented  will 
bring  in  or  receive  satisfactorily  or  consistently  foreign  stations,  police 
calls,  aviation  calls,  radio  transmissions  from  or  to  ships  at  sea,  amateur 
stations,  or  other  types  of  radio  transmissions,  when  such  i;  not  the 
fact,  or  when  only  a  small  part  of  any  such  class  of  radio  frequencies 
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transmitted  or  broadcast  is  so  receivable  and  such  fact,  or  the  fact  that 
others  of  the  same  class  are  not  so  receivable,  is  deceptively  concealed. 
.  (k)  Advertisements  or  representations  stating,  purporting,  or  im- 
plying that  any  radio  receiving  set  so  advertised  or  represented  con- 
tains a  certain  number  of  tubes  or  is  of  a  certain  tube  capacity  when 
one  or  more  of  such  tubes  in  the  set  are  dummy  or  fake  tubes,  or  are 
tubes  which  perform  no  useful  function,  or  are  tubes  which  do  not 
perform  or  were  not  placed  in  the  set  to  perform  the  recognized  and 
customary  function  of  a  radio  receiving  set  tube  in  the  detection, 
amplification,  and  reception  of  radio  signals. 

(.NOTK.— In  order  to  avoid  and  prevent  deceptive  or  misleading  tendencies 
or  results,  so-called  "ballast  tubes,"  dial  or  other  lamps  used  for  illumina- 
tion, so-called  plug-in  resistors,  and  other  accessories  or  devices  not  serving 
the  recognized  and  customary  function  of  a  radio  receiving  set  tube,  are 
not  to  be  included  as  tubes  in  advertisements  or  representations  of  a  radio 
receiving  set  which  describe  or  refer  to  the  set  as  having  a  certain  number 
of  tubes  or  as  being  of  a  specified  tube  capacity.  References  to  rectifier 
tubes,  and  to  tubes,  devices,  or  accessories  which  do  not  serve  as  signal 
amplifying  or  detecting  tubes  or  heterodyne  oscillator  tubes,  should  be 
such  as  to  clearly  avoid  misunderstanding  or  deception  of  purchasers.) 

(I)  Advertisements  or  representations  of  any  radio  receiving  set,  or 
of  any  part  or  accessory  therefor  whatsoever,  in  such  a  manner  as 
deceptively  to  conceal  the  true  function  of  such  part  or  in  such  manner 
as  otherwise  to  mislead  or  deceive  the  purchasing  or  consuming  public 
in  respect  to  such  set  or  such  part  or  accessory. 

(m)  Advertisements  or  representations  stating,  purporting,  or  im- 
plying that  the  prices  of  radio  receiving  sets,  parts  or  accessories  there- 
for, so  advertised  or  represented,  have  been  reduced  or  are  reduced 
prices,  or  have  been  reduced  a  certain  amount,  when  in  fact  such  pur- 
ported or  represented  price  reduction  is  fictitious,  or  is  otherwise 
misleading  or  deceptive. 

(n)  Advertisements  or  representations  stating,  purporting,  or  im- 
plying that  radio  receiving  sets  so  advertised  or  represented  are  of  the 
latest  model,  when  such  is  not  the  fact ;  or  advertisements  or  represen- 
tations which,  directly  or  indirectly,  have  the  capacity  and  tendency 
or  effect  of  leading  the  purchasing  public  to  believe  that  the  set  is 
of  the  current  year's  model  or  has  not  been  supplanted,  superseded, 
or  succeeded  by  a  newer  or  later  model,  when  such  is  not  true  in 
fact ;  or  advertisements  or  representations  which  are  otherwise  decep- 
tive or  misleading  respecting  the  model  of  the  set. 

(o)  Advertisements  or  representations  of  radio  receiving  sets  or 
prices  therefor  which  deceptively  or  misleadingly  conceal  the  fact 
that  the  advertised  price  does  not  cover  necessary  or  advertised  ac- 
cessories or  devices  which  must  be  purchased  with  the  set  at  an  addi- 
tional  charge ;  or  which  falsely  or  deceptively  state  or  imply  that  the 
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advertised  price  covers  such  accessories  or  devices,  when  such  is  not 
the  fact. 

(p)  Advertisements  or  representations  of  radio  receiving  sets  which 
present  former  prices  or  so-called  list  prices  which  are  fictitious. 

(q)  Advertisements  or  representations  of  purported  bona  fide  trade- 
in  allowances  when  the  price  of  the  new  set  so  offered  for  sale  has  been 
deceptively  inflated  or  marked  up  to  offset  the  trade-in  allowance. 

Rule  4.  Sponsorship.  ' 

It  is  an  unfair  trade  practice  to  use,  or  cause  to  be  used,  advertise- 
ments or  representations  of  radio  receiving  sets,  parts  or  accessories 
therefor,  or  of  other  products  of  the  industry,  which  have  the  capacity 
and  tendency  or  effect  of  misleading  purchasers  or  the  consuming 
public  into  the  belief  that  such  radio  sets,  parts,  accessories,  or  prod- 
ucts are  sponsored  or  manufactured  by,  or  are  otherwise  associated 
with,  any  person,  concern,  or  organization  which  is  or  has  been 
prominent  or  well  known  in  the  electrical  or  radio  industry,  or  by  or 
with  any  other  person,  firm,  corporation,  or  association,  when  such 
is  not  the  fact. 

Rule  5. 

(a)  Alteration  of  Brand  Name. — The  defacement  or  removal  of  the 
correct  name  plate  or  brand  name  of  a  radio  receiving  set,  or  the 
replacement  thereof  by  another  name  or  mark,  when  done  with  the 
capacity  and  tendency  or  effect  of  thereby  misleading  or  deceiving  the 
purchasing  or  consuming  public  in  respect  to  the  origin,  manufacture, 
or  true  name  of  such  set,  or  in  any  other  material  respect,  is  an  unfair 
trade  practice. 

(&)  Deceptive  Use  or  Change  of  Cabinets. —The  placing  of  a  radio 
receiving  set  or  chassis  in  a  cabinet  designed  or  made  for  a  set  or 
chassis  of  a  different  manufacturer  or  for  a  set  or  chassis  of  a  differ- 
ent size,  type,  or  model,  when  done  with  the  capacity  and  tendency  or 
effect  of  thereby  misleading  or  deceiving  the  purchasing  or  consuming 
public  as  to  the  origin,  size,  capacity,  make,  manufacture,  brand,  or 
type  of  such  set  or  cabinet,  or  when  done  to  mislead  or  deceive  pur- 
chasers in  any  other  respect,  is  an  unfair  trade  practice. 

Rule  6.  Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  labels, 
or  brands  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an  un- 
fair trade  practice. 

Rule  7.   Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
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money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  products  manufactured  or  sold  by  such  industry  member  or 
the  maker  of  such  gift  or  offer  or  to  influence  such  employers  or  prin- 
cipals to  refrain  from  dealing  in  the  products  of  competitors  or  from 
dealing  or  contracting  to  deal  with  competitors. 

Rule  8.  '* Spiffs,"  ''Push  Money,"  Etc. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry, 
directly  or  indirectly,  to  give,  pay,  or  contract  to  pay,  to  any  clerk 
or  salesperson  of  any  customer-dealer  handling  two  or  more  competi- 
tive brands  of  radio  merchandise,  "push  money,*'  ** spiffs,"  or  any 
other  bonus,  gratuity,  or  payment,  as  an  inducement  or  encouragement 
to  push  or  promote  the  sale  of  such  member's  product  or  products  over 
competing  products  of  other  members  in  the  industry, 

(a)  with  the  capacity  and  tendency  or  effect  of  thereby  causing 
the  purchasing  or  consuming  public,  when  making  purchases  of 
such  products,  to  be  misled  or  deceived  into  the  erroneous  belief 
that  such  clerk  or  salesperson  is  free  from  any  such  special  interest 
or  influence,  or  is  not  so  subsidized  or  paid  by  such  member ;  or 

(b)  with  the  capacity  and  tendency  or  effect  of  thereby  ham- 
pering and  undulj'  restricting  the  legitimate,  free,  and  full  use 
and  enjoyment  of  such  retail  trade  outlets  for  the  distribution  to 
the  public  of  competing  products;  or 

(c)  with  the  purpose  or  effect,  directly  or  indirectly,  of  other- 
wise substantially  lessening  competition  or  unreasonably  restrain- 
ing trade  in  the  marketing  of  the  products  of  the  industry ;  or 

(d)  with  the  effect  of  thereby  bringing  about  the  granting  of 
an  illegally  discriminatory  service,  payment,  or  price  contrary  to 
Section  2  of  the  Clayton  Act  as  amended  by  the  Act  of  Congress 
approved  June  19,  1936,  known  as  the  Robinson-Patman  Act. 


Promulgated  by  the  Federal  Trade  Commission  July  22,  1939. 

€£8742—46—16 
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TRADE  PRACTICE  RULES 
FOR  THE 

COTTON  CONVERTING  INDUSTRY 
PROMULGATED  AUGUST  18,  1939 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Cotton  Converting  Industry,  as  herein 
set  forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

These  rules  provide  for  the  elimination  and  prevention  of  various 
unfair  methods  of  competition,  unfair  or  deceptive  acts  or  practices, 
and  other  trade  abuses,  and  are  directed  toward  promoting  and  main- 
taining fair  competitive  conditions  and  protection  of  purchasers  and 
the  public  interest.  They  constitute  a  revision  and  extension  of  the 
rules  which  had  heretofore  been  issued  by  the  Commission  for  this 
industry  on  July  21,  1936,  and  take  the  place  of  such  previously  issued 
rules. 

The  industry  is  composed  of  converters  and  integrated  producers 
of  cotton  piece  goods  and  mixed  cotton  and  rayon  goods.  Such  goods, 
converted  and  sold  by  the  members  of  the  industry,  embrace  fabrics 
for  clothiers'  linings;  corset,  brassiere,  and  allied  trade  fabrics;  con- 
verted curtain  and  drapery  fabrics;  shirting  fabrics;  wash  goods 
fabrics;  interlining  fabrics;  bleached  goods;  and  all  other  cotton  and 
cotton-mixture  fabrics.  According  to  available  information,  the  in- 
dustry handles  at  least  51  per  cent  of  the  entire  production  of  such 
goods  and  has  an  estimated  total  volume  of  annual  sales  averaging 
$500,000,000  or  more. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  of  the  industry.  In  the  course  thereof 
a  draft  of  the  rules  as  proposed  for  the  industry  was  made  available 
upon  public  notice  issued  by  the  Commission  to  all  interested  or  af- 
fected parties,  whereby  they  were  afforded  opportunity  to  present 
their  views,  including  such  pertinent  information,  suggestions,  or 
objections  as  they  desired  to  submit,  and  to  be  heard  in  the  premises. 
Accordingly,  public  hearing  pursuant  to  such  notice  was  held  in 
Washington  on  July  17,  1939,  and  all  matters  submitted  in  the  pro- 
ceeding were  duly  received  and  considered. 

Thereafter,  and  upon  consideration  of  the  entire  proceeding,  final 
action  was  taken  by  the  Commission  whereby  it  approved  and  received, 
respectively,  the  rules  appearing  herein  under  Group  I  and  Group  II. 

In  addition  to  the  rules  issued  July  21,   1936,  which   are  herein 
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revised  and  extended,  trade  practice  rules  for  various  branches  of  this 
industry  had  theretofore,  been  published  under  the  auspices  of  the 
Commission  as  follows:  Clothing  Cotton  Converting,  September  1, 
1931;  Shirting  Fabrics,  December  14,  1931;  and  All-Cotton  Wash 
Goods,  June  30,  1933.  The  present  rules,  as  now  promulgated,  provide 
a  consolidated  and  uniform  set  of  trade  practice  provisions  for  the 
entire  membership  of  the  Cotton  Converting  Industry,  and  they 
supersede  and  take  the  place  of  all  such  previously  published  rules 
which  had  formerly  been  in  effect. 

THE  RULES 

(NOTE. — The  rules  do  not  supplant,  or  relieve  any  member  of  the  indus- 
try or  other  party  of  the  necessity  of  complyingr  with,  applicable  fiber 
identification  rules  and  other  pertinent  Group  I  rules  approved  and 
promulgated  by  the  Federal  Trade  Commission. ) 

GROUP  I* 

Rule  1.   Misrepresentation  of  Industry  Products. 

It  la  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be 
made  or  published,  directly  or  indirectly,  any  false,  misleading,  or 
deceptive  statement  or  representation,  by  way  of  advertisement  or 
otherwise,  concerning  the  grade,  qualitj%  quantity,  use.  size,  material, 
content,  thread  count,  origin,  shrinkage  properties,  colorfastness,  wash- 
ability,  production,  manufacture,  or  distribution  of  any  product  of 
the  industry  or  concerning  any  component  of  such  product,  or  in  any 
other  material  respect. 

Rule  2.    Mishranding. 

The  false  or  deceptive  marking  or  branding  of  products  of  the 
industry  with  respect  to  the  grade,  quality,  quantity,  use,  size,  material, 
content,  thread  count,  origin,  shrinkage  properties,  colorfastness,  wash- 
ability,  production,  manufacture,  or  distribution  of  such  products,  or 
in  any  other  material  respect,  is  an  unfair  trade  practice.    , 

Rule  3.  False  Invoicing. 

Withholding  from  or  inserting  in  invoices  any  statements  or  infor- 
mation by  reason  of  which  omission  or  insertion  a  false  record  is 
made,  wholly  or  in  part,  of  the  transactions  represented  on  the  face 
of  such  invoices,  with  the  effect  of  thereby  misleading  or  deceiving 
purchasers,  prospective  purchasers,  or  the  consuming  public,  is  an  un- 
fair trade  practice. 

Rule  4.   Deception  as  to  Origin. 

In  respect  to  any  fabrics  of  the  following  types:  (1)  fabrics  which 
have  been  woven  or  fabricated  in  a  foreign  country  and  imported 

*  Se«  pare  VIH  for  headnute  applicable  to  Group  I  Rules. 
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in  the  gray  or  other  unfinished  state  and  dyed  or  finished  in  the 
United  States;  or  (2)  fabrics  which  have  been  imported  in  the 
finished  state  and  dyed,  redyed,  or  refinished  in  the  United  States; 
it  is  an  unfair  trade  practice: 

(a)  To  offer  for  sale,  sell,  or  distribute  any  such  fabrics  under 
marks,  stamps,  brands,  labels,  or  representations  which  have  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  pur- 
chasers or  the  consuming  public  into  the  erroneous  belief  that 
such  fabrics  were  woven  or  fabricated  in  the  United  States,  or 
that  they  were  not  so  dyed,  finished,  redyed,  or  refinished  in  the 
United  States,  as  the  case  may  be;  or 

(6)  To  offer  for  sale,  sell,  or  distribute  any  such  fabrics  with- 
out the  same  being  Aarked,  stamped,  branded,  or  labeled  so  as  to 
indicate  clearly  and  nondeceptively  (1)  the  country  of  origin  of 
the  fabric,  and  (2)  that  such  fabrics  were  woven  or  fabricated  in 
such  country  and  were  dyed  or  finished  or  redyed  or  refinished 
in  the  United  States,  as  the  case  may  be ;  the  failure,  refusal,  or 
omission  to  so  mark,  stamp,  brand,  or  label  such  fabrics  having 
the  tendency  and  capacity  or  result  of  thereby  promoting,  abet- 
ting, or  effectuating  the  marketing  of  such  products  under  con- 
ditions which  are  misleading  or  deceptive  to  purchasers  or  the 
consuming  public. 

(Nothing  in  this  rule  shall  be  construed  as  relieving  any  member  of  the 
industry  or  other  party  of  the  necessity  of  complying  with  the  require- 
ments of  the  customs  laws  or  regulations,  or  other  applicable  provisions 
of  law  or  regulation,  relating  to  the  marking  of  imported  articles.) 

Rule  5.  Siihstitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is 
consummated,  or  to  representations  made  prior  to  securing  the  order, 
without-  the  consent  of  the  purchasers  to  such  substitutions  and  with 
the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  purchas- 
ers, prospective  purchasers,  or  the  consuming  public,  is  an  unfair  tradi» 
practice. 

Rule  6.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers 
by  any  false  or  deceptive  means  whatsoever,  or  interfering  with  or 
obstructing  the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 
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Rule  7.  Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  products  manufactured  or  sold  by  such  industry  member 
or  the  maker  of  such  gift  or  offer  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  8.  Imitation  of  Trade-marks,  Etc. 

The  practice  of  imitating  or  causing  to  be  imitated,  or  directly  or 
indirectly  promoting  or  aiding  the  imitation  of,  the  trade-marks,  trade 
names,  or  other  exclusively  owned  symbols  or  marks  of  identification 
of  competitors,  or  the  exclusively  owned  patterns  of  competitors 
which  have  not  been  directly  or  by  operation  of  law  dedicated  to 
the  public,  having  the  capacity,  tendency,  or  effect  of  misleading 
or  deceiving  purchasers,  prospective  purchasers,  or  the  consuming 
public,  is  an  unfair  trade  practice. 

Rule  9.  Defamation  of  Competitors  or  Disparagement  of  Their 
Products. 
The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  poli- 
cies, or  services,  or  conditions  of  employment,  is  an  unfair  trade 
practice. 

Rule  10.  Fictitious  Price  Lists. 

The  publishing  or  circulating  by  any  member  of  the  industry  of  false 
or  misleading  price  quotations,  price  lists,  terms,  or  conditions  of 
sale,  or  reports  as  to  production  or  sales,  with  the  tendency  and  ca- 
pacity or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  11.  Use  of  Lottery  Schemes. 

The  offering  or  giving  of  prizes,  premiums,  or  gifts  in  connection 
with  the  sale  of  industry  products,  or  as  an  inducement  thereto,  by 
any  scheme  which  involves  lottery  or  scheme  of  chance,  is  an  unfair 
trade  practice.  . 
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Rui^  12. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Eic.,^  Which  Effect  Unlawful  Price  Discrimimtion.-- 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
m  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount! 
or  credit,  or  freight  or  transportation  cost  or  any  percentage  thereof, 
or  other  form  of  price  differential,^  where  such  rebate,  refund,  dis 
count,  or  credit,  or  freight  or  transportation  cost  or  any  percentage 
thereof,  or  other  form  of  price  differential  effects  a  discrimination 
in  price  between  different  purchasers  of  goods  of  like  grade  and 
quality,  where  either  or  any  of  the  purchases  involved  therein  are 
in  commerce,^  and  where  the  effect  thereof  may  be  substantially  to 
lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce2  or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  sucli  discrimina- 
tion or  with  customers  of  either  of  them :  Provided,  however— 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered ; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce-  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (h) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  actual 
or  imminent  deterioration  of  perishable  ^^oods,  obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commi^isions.— It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 


^  ParaKraph    (a)    of   Rule    1-   «hall    not   be  c.nstrutd   »s   cinbracinK   practices    prohibited   by 
paratrraphs    (6),    (r).   and    (d)    of  this   rule. 
-  See  footnote,  p.  4«0. 
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in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
dise, either  to  the  other  party  to  such  transaction  or  to  an  agent,  rep- 
resentative, or  other  intermediary  therein  where  such  intermediary  is 
acting  in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect 
control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibit/d  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished 
by  or  through  such  customer  in  connection  with  the  processing,  han- 
dling, sale,  or  offering  for  sale  of  any  products  or  commodities  manu- 
factured, sold,  or  offered  for  sale  by  such  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  all 
other  customers  competing  in  the  distribution  of  such  products  or 
commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another 
purchaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or 
without  processing,  by  contracting  to  furnish  or  by  furnishing,  or  by 
contributing  to  the  furnishing  of,  any  services  or  facilities  connected 
with  the  processing,  handling,  sale,  or  offering  for  sale  of  such  com- 
modity so  purchased  upon  terms  not  accorded  to  all  purchasers  on 
proportionally  equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price. — ^It 
is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  12. 

Rule  13.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation  > 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

GROUP  II* 

Rule  A. 

In  the  interest  of  the  public  and  of  itself,  the  industry  urges  all 
members  of  the  industry  to  adhere  to  the  practice  of  not  opening 


*  8m  footnote,  p.  4S0. 

*  See  page  VHI  for  headnote  applicable  to  Group  H  Rules. 
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their  sales  offices  on  Saturdays  and  Sundays  for  the  transaction  of 
business. 

Rule  B. 

lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by  the 
industry. 

Rule  C. 

When  goods  are  sold  by  specifications  or  construction,  in  order  that 
accurate  information  regarding  the  type  of  goods  sold  or  offered  for 
sale  may  be  known  to  purchasers,  the  industry  approves  the  practice 
of  placing  on  the  confirmation  of  order  and  on  the  invoice  the  gray 
construction,  i.  e.,  gray  width,  count,  and  weight,  in  the  case  where 
the  goods  sold  are  to  be  delivered  in  the  gray;  and  in  the  case  where 
the  goods  sold  are  to  be  delivered  in  the  finished  state,  the  industry 
approves  the  practice  of  placing  on  the  confirmation  of  order  and 
invoice  the  finished  construction,  i.  e.,  the  width,  count,  and  weight 
in  such  finished  state.  The  omission  from  the  confirmation  of  order 
or  invoice  of  any  such  information  required  by  this  rule  is  condemned 
by  the  industry. 

Promulgated  by  the  Federal  Trade  Commission  August  18,  1939. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Marking  Devices  Industry,  as  herein  set 
forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

These  rules  provide  for  the  elimination  and  prevention  of  various 
unfair  methods  of  competition,  unfair  or  deceptive  acts  or  practices, 
and  other  trade  abuses,  and  are  directed  toward  promoting  and  main- 
taining fair  competitive  conditions  and  protection  of  purchasers  and 
the  public  interest.  They  consist  of  a  revision  and  extension  of  the 
rules  which  had  heretofore  been  issued  by  the  Commission  for  this 
industry  on  September  1,  1933,  and  take  the  place  of  such  previously 
issued  rules. 

Members  of  this  industry  are  engaged  in  the  manufacture,  sale,  and 
distribution  of  rubber  and  metallic  stamps  and  dies,  numbering  and 
dating  machines,  stencils  and  stencil  cutting  machines,  seals  and  seal 
presses,  and  stamped  plates,  tags,  labels,  signs,  checks,  badges,  and 
numerous  other  similar  articles  and  products.  According  to  available 
estimates,  the  industry,  numbering  about  a  thousand  concerns,  trans- 
acts an  aggregate  annual  volume  of  business  amounting  to  approxi- 
mately $15,000,000. 

The  proceeding  for  the  establishment  6t  trade  practice  rules  was 
instituted  upon  application  of  the  industry.  In  the  course  thereof 
a  draft  of  the  rules  as  proposed  for  the  industry  was  made  available 
upon  public  notice  issued  by  the  Commission  to  all  interested  or 
affected  parties,  whereby  they  were  afforded  opportunity  to  present 
their  views,  including  such  pertinent  information,  suggestions,  or  ob- 
jections as  they  desired  to  submit,  and  to  be  heard  in  the  premises. 
Accordingly,  public  hearing  pursuant  to  such  notice  was  held  in  Wash- 
ington on  July  27,  1939,  and  all  matters  submitted  in  the  proceeding 
were  duly  received  and  considered. 

Thereafter,  and  upon  consideration  of  the  entire  proceeding,  final 
action  was  taken  by  the  Commission  whereby  it  approved  and  re- 
ceived, respectively,  the  rules  appearing  herein  under  Group  I  and 
Group  II. 
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THE  RULES 


GROUP  I* 

Rule  1.  Misbranding, 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry with  respect  to  the  grade,  quality,  quantity,  use,  size,  material, 
content,  substance,  origin,  preparation,  manufacture,  or  distribution 
of  such  products,  or  in  any  other  material  respect,  is  an  unfair  trade 
practice. 

Rule  2.   Misrepresentation  of  Industry  Products. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be 
made  or  published,  directly  or  indirectly,  any  false,  misleading,  or 
deceptive  statement  or  representation,  by  way  of  advertisement  or 
otherwise,  concerning  the  grade,  quality,  quantity,  use,  size,  material, 
content,  substance,  origin,  preparation,  manufacture,  or  distribution  of 
any  product  of  the  industry,  or  in  any  other  material  respect. 

Rule  3.   Misrepresentation  as  to  Character  of  Business. 

For  any  person,  firm,  or  corporation  to  hold  himself  or  itself  out 
to  the  public  as  a  manufacturer  or  wholesaler  when  such  is  not  the 
fact,  or  in  any  other  manner  to  misrepresent  the  character,  extent,  or 
type  of  his  or  its  business,  is  an  unfair  trade  practice. 

Rule  4.   Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is 
consummated,  or  to  representations  made  prior  to  securing  the  order, 
without  the  consent  of  the  purchasers  to  such  substitutions  and  with 
the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  purchasers, 
prospective  purchasers,  or  the  consuming  public,  is  an  unfair  trade 
practice. 
Rule  5.   Misuse  of  Word  *'Free.** 

The  use  of  the  word  *'free,"  or  the  equivalent  thereof,  where  not 
properly  or  fairly  qualified  when  the  article  is  in  fact  not  free,  with 
the  tendency  or  capacity  to  mislead  or  deceive  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  6.  Imitation  of  Trade-marks,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  labels, 
or  brands  of  competitors,  with  the  tendency  and  capacity  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the  con- 
suming public,  is  an  unfair  trade  practice. 

Rule  7.  False  Invoicing. 

Withholding  from  or  inserting  in  an  invoice,  billing,  or  statement 
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*  See  page  VIII  for  headnote  applicable  to  Group  I  Rule*. 


any  material  information  by  reason  of  which  omission  or  insertion  a 
false  record  is  made,  wholly  or  in  part,  of  the  transaction  which  such 
invoice  or  billing  or  statement  purports  to  represent,  with  the  effect 
of  thereby  misleading  or  deceiving  purchasers,  prospective  purchasers, 
or  the  consuming  public,  is  an  unfair  trade  practice. 
Rule  8.   False  and  Misleading  Price  Quotations. 

The  publishing  or  circulating  by  any  member  of  the  industry  of 
false  or  misleading  price  quotations,  price  lists,  terms,  or  conditions 
of  sale,  with  the  tendency  and  capacity  or  effect  of  misleading  or  de- 
ceiving purchasers,  prospective  purchasers,  or  the  consuming  public, 
is  an  unfair  trade  practice. 

Rule  9.   Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers 
by  any  false  or  deceptive  means  whatsoever,  or  interfering  with  or 
obstructing  the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  10.   Enticing  Aumy  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
pose and  effect  of  unduly  hampering,  iujurifig,  or  prejudicing  com- 
petitors in  their  businesses,  is  an  unfair  trade  practice. 

Rule  11.    Defamation    of   Competitors    or    Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
iionorable  conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality,  or  manufacture  of  the  products  of  competitors, 
or  of  their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  or  conditions  of  employment,  is  an  unfair  trade  practice. 

Rule  12.    Unfair  Threats  of  Infringement  Suits. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  haras- 
sing or  intimidating  such  customers  or  prospective  customers  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 

Rule  13.    Procurement  of  Competitors*  Confidential  Information  by 
Unfair  Means  and  Wrongful  Use  Thereof. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  obtain 
information  concerning  the  business  of  a  competitor,  by  bribery  of  an 
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employee  or  agent  of  such  competitor,  by  false  or  misleading  statements 
or  representations,  by  the  impersonation  of  one  in  authority,  or  by  any 
other  unfair  means,  and  to  use  the  information  so  obtained  in  such  a 
manner  as  to  injure  said  competitor  in  his  business  or  to  suppress 
competition  or  unreasonably  restrain  trade. 

Rule  14.   Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors*  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to  pur- 
chase products  manufactured  or  sold  by  such  industry  member  or  the 
maker  of  such  gift  or  offer  or  to  influence  such  employers  or  principals 
to  refrain  from  dealing  in  the  products  of  competitors  or  from  dealing 
or  contracting  to  deal  with  competitors. 

Rule  15.    Coercing  Purchase  of  One  Product  as  a  Prerequisite  to  the 
Purchase  of  Other  Products. 

The  practice  of  coercing  the  i)urchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where  the 
effect  may  be  to  .substahtially  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 

Rule  16.   Consignment  Shipping. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
use  the  practice  of  shipping  goods  to  dealers  or  distributors  on  con- 
signment or  pretended  consignment  for  the  purpose  and  with  the 
effect  of  artificially  clogging  trade  outlets  and  unduly  restricting  com- 
petitors' use  of  said  trade  outlets  in  getting  their  goods  to  consumers 
through  regular  channels  of  distribution,  or  with  such  purpose  to  entirely 
close  said  trade  outlets  to  such  competitors  so  as  to  substantially  les.sen 
competition  or  tend  to  create  a  monopoly  or  to  unreasonably  restrain 
trade:  Provided,  however,  That  nothing  herein  shall  be  construed  or 
used  as  restricting  or  preventing  consignment  shipping  or  marketing  of 
commodities  in  good  faith  and  without  artificial  interference  with 
competitors'  use  of  the  usual  channels  of  distribution  in  such  manner 
as  thereby  to  suppress  competition  or  restrain  trade. 

Rule  17.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost,  when 
pursued  with  wrongful  intent  of  thereby  injuring  a  competitor  and 
where  the  effect  of  such  ])ractice  is  to  unreasonably  restrain  trade,  tend 
to  create  a  monopoly,  or  substantially  lessen  competition,  is  an  unfair 
trade  practice. 
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This  rule  is  not  to  be  construed  as  prohibiting  all  sales  below  cost, 
but  only  such  selling  below  the  seller's  cost  as  is  resorted  to  and  pursued 
as  a  monopolistic  practice  with  the  wrongful  intent  referred  to  and 
coupled  with  the  effect  of  unreasonably  restraining  trade,  tending  to 
create  a  monopoly,  or  substantially  lessening  competition.  Sales  below 
cost  by  a  competitor  not  in  a  sufficiently  strong  competitive  position  to 
produce,  and  not  actually  producing,  the  monopolistic  or  restraining 
effect  mentioned,  do  not  fall  within  the  inhibitions  of  this  rule. 

The  costs  referred  to  in  the  rule  are  actual  costs  of  the  respective  seller 
and  not  some  other  figure  or  average  costs  in  the  industry,  determined 
by  an  industry  cost  survey  or  otherwise. 
Rule  18.   Unlawful  Interference. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  by 
means  of  any  monopolistic  practices,  or  through  combination,  con- 
spiracy, coercion,  boycott,  threats,  or  any  other  unlawful  means,  directly 
or  indirectly,  to  interfere  with  a  competitor's  right  to  purchase  his 
materials  and  supplies  from  whomsoever  he  chooses,  or  to  sell  to  whom- 
soever he  chooses. 
Rule  19. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow, 
secretly  or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,*  where  such  rebate,  refund, 
discount,  credit,  or  other  form  of  price  differential  effects  a  discrim- 
ination in  price  between  different  purchasers  of  goods  of  like  grade 
and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  in  commerce,^  and  where  the  effect  thereof  may  be  substantially 
to  lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,^ or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrim- 
ination or  with  customers  of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of 
manufacture,  sale,  or  delivery  resulting  from  the  differing  methods 
or  quantities  in  which  such  commodities  are  to  such  purchasers 
sold  or  delivered ; 

(3)  That  nothing  herein  contained  shall   prevent  persons  en- 

*  Paragraph  (a)  of  Rule  19  shall  not  be  construed  as  embracinR  practices  prohibited  by 
parusraphs    (6),    (e).  and    (d)    of  this  rule. 

*  See  footnote,  p.  460. 
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gaged  in  selling  goods,  wares,  or  mertihandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not 
in  restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  marlcet  for  the  goods  concerned,  or  <h) 
the  marketability  of  the  goods,  such  as,  but  not  limited  to,  acliial 
or  imminent  deterioration  of  perishable  goods,   obsolescence  of 
seasonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  m  discontinuance  of  business  in  the  goods  concerned 
(ft)  Prohibited  Brokerage  and  Commissions.-It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing  of  value  as  a  commission,  brokerage,  or  other  compensation,  or 

m  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan- 
d.se,  e.  her  to  the  other  party  to  such  transaction  or  to  ^n  agent  rep- 
resentative   or  other  intermediary  therein  where  such  intermediary  I 

control,  of  any  party  to  such  transaction  other  than  the  person  by 
whom  such  compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Btc.-lt  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce-  o  pay  or  contract  for  the  payment  of  adverting  or  pr^ 
motional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com 

hvT  r  "'.'"  «-'r''^^™*'»°  '«'  ""^y  ^o^iee^  or  facilities  furnished 
by  or  through  such  customer  in.  connection  with  the  processing,  ha u 

fa^^Ld  '  Z  "':=  '7  ""*'  "'  "'>■  P'*^'"'*'^  <»'  commodities  manu- 
f^tured,  sold  or  offered  for  sale  by  sueh  member,  unless  such  pay- 
ment or  consideration  is  available  on  proportionally  equal  terms  to  il 

commoSr"  ""^^""^  ^"  *'^  ^^^"•'"»'-  0^  -•>  P'-x^-ts  or 

(d)  Prohibited  Discriminatory  Services  or  Pacilities.-lt  is  an  un- 
f^r  trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce-  to  discriminate  in  favor  of  one  purchaser  against  anoth" 

whhtr  "  ''""T"  "'  '  "•""•""•^"^  "-^ht  for  Lit  So 
without  processing,  by  contracting  to  furnish  or  by  furnishing  or  bv 
—.buting  to  the  furnishing  of.  any  services  or 'facilities  connled 

modity  so  purchased  upon  terms  not  accorded  to  all  purchaser  on 
proportionally  equal  terms.  Purcnasers  on 


»  See  footnote,  p.  460. 
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(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price. — It 
18  an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,*  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  19. 

Rule  20.  Aiding  ,or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation  to 
aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 


GROUP  II* 

Rule  A.  Publication  of  Price  Lists. 

The  industry  approves  the  practice  of  each  individual  member  of 
the  industry  independently  publishing  *  and  circulating  to  the  pur- 
chasing trade  his  own  price  lists  fully  setting  forth  his  terms  of  sale. 
Rule  B.  Return  of  Merchandise. 

The  practice,  by  members  of  the  industry,  of  selling  merchandise 
and  later  permitting  the  purchaser  to  return  it  for  credit  or  refund 
of  purchase  price,  without  just  cause,  creates  waste  and  loss,  increases 
the  cost  of  doing  business,  to  the  detriment  of  both  the  industry  and 
the  public,  and  is  condemned  by  the  industry,  subject,  however,  to  the 
general  limitation  that  members  of  the  industry  shall  not  engage  in 
any  combination  or  conspiracy  in  restraint  of  trade  or  use  any  other 
illegal  methods  in  the  regulation,  control,  or  prevention  of  the  return 
of  merchandise. 

Rule  C.  Repudiation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  per- 
formed in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers 
on  a  rising  market  or  by  buyers  on  a  declining  market  is  condemned 
by  the  industry. 

Rule  D.  Arbitration. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good 
will,  and  every  effort  should  be  made  by  the  disputants  themselves 
to  compose  their  differences.  If  unable  to  do  so  they  should,  if  possible, 
submit  these  disputes  to  arbitration. 

Promulgated  by  the  Federal  Trade  Commission  August  19.  1939. 


*  See  footnote,  p.  460. 

•  See  patre  VIH  for  headnote  applicable  to  Group  H  Rules. 
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TRADE  PRACTICE  RULES 
rOK  THE 

PUBLIC  SEATING  INDUSTRY 
PROMULGATED  OCTOBER  3,  1939 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Public  Seating  Industry,  as  hereinafter 
set  forth,  are  promulgated  by  the  Federal  Trade  Commission  under  . 
its  trade  practice  conference  procedure. 

The  rules  provide  for  the  elimination  and  prevention  of  false  adver- 
tising, deceptive  selling  methods,  and  certain  other  unfair  trade  prac- 
tices,  and  are  issued  in  the  interest  of  protecting  the  purchasing  public 
and  maintaining  fair  competitive  conditions  in  the  industry.  They 
constitute  a  revision  and  extension  of  the  rules  which  had  heretofore 
been  issued  by  the  Commission  for  this  industry  on  .June  23,  1931, 
and  take  the  place  of  such  previously  issued  rules. 

The  products  of  the  industry  to  which  the  rules  relate  include  fixed 
or  connected  seating  for  such  public  places' as  theaters,  auditoriums, 
lodges,  assembly  halls,  shoe  stores,  stadia,  and  other  similar  buildings 
and  structures;  various  types  of  pewing,  chancels,  choir  stalls  and 
related  furniture  and  accessories  for  ecclesiastical  purposes;  seats 
and  benches  for  courthouses,  hospitals,  etc.;  various  types  of  school 
furniture;  portable  chairs  with  folding  seats  in  both  single  and  mul- 
tiple units  and  portable  folding  seating  in  single  units  for  other  than 
household  use.  These  products  are  fabricated  or  assembled  from  wood, 
plywood,  iron,  steel,  non-ferrous  metals,  or  any  combination  of  these 
materials.  Members  of  the  industry  are  engaged  in  manufacturing  or 
distributing  the  above-mentioned  products.  The  manufacturers'  sales 
aggregate  approximately  $25,000,000  annually,  according  to  informa- 
tion furnished  the  Commission. 

The  proceeding  for  the  establishment  of  new  trade  practice  rules 
was  instituted  upon  application  of  the  industry.  In  the  course  thereof 
h  draft  of  the  rules  as  proposed  for  the  industry  was  made  available 
upon  public  notice  issued  by  the  Commission  to  all  interested  or 
affected  parties,  affording  them  opportunity  to  present  their  views, 
including  such  pertinent  information,  suggestions  or  objections  as  they 
desired  to  submit,  and  to  be  heard  in  the  premises.  Accordingly,  public 
hearing  pursuant  to  such  notice  was  held  in  Washington  on  August 
17,  1939,  and  all  matters  submitted  in  the  proceeding  were  duly  re- 
ceived and  considered. 
•Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
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was  taken   by   the   Commission   whereby   it   approved   and   received, 
respectively,  the  rules  appearing  herein  under  Group  I  and  Group  II. 

THE  RULES 
GROUP  I* 

HuLE  1.   Misrepresentation  of  Industry  Products. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be  made 
or  published,  directly  or  indirectly,  any  false,  misleading  or  deceptive 
statement  or  representation  (whether  in  the  form  of  advertisement, 
label,  brand,  guarantee,  warranty,  testimonial,  endorsement,  depiction, 
illustration,  or  other  form  of  representation,  however  disseminated  or 
published)  : 

(a)  Concerning  the  grade,  quality,  quantity,  substance,  char- 
acter, nature,  origin,  size  or  preparation  of  any  products  of  the 
Public  Seating  Industry;  or 

(6)  Concerning  the  manufacture,  sale  or  distribution  of  any 
such  products;  or 

(c)   Concerning  any  other  matter  in  relation  to  such  products. 

Rule  2.  False  Invoicing. 

Withholding  from  or  inserting  in  invoices  or  sales  tickets  any  state- 
ments or  information  by  reason  of  which  omission  or  insertion  a  false 
record  is  made,  wholly  or  in  part,  of  the  transactions  represented  on 
the  face  of  such  invoices  or  sales  tickets,  with  the  effect  of  thereby 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  3.  Use  of  False  or  Deceptive  Selling  Methods,  Etc. 

The  use  of  false  or  deceptive  selling  methods  which  have  the  tendency 
and  capacity  or  effect  of  misleading  or  deceiving  the  purchasing  or 
consuming  public  is  an  unfair  trade  practice. 

Rule  4.  Misuse  of  Tenns  *' Close-outs/'  '* Obsolete  Items,**  '^Discon- 
tinued  Lines,"  Etc. 
It  is  an  unfair  trade  practice  to  advertise,  describe  or  otherwise 
represent  regular  lines  of  merchandise  as  **  Close-outs, "  *' Obsolete 
Items,"  ** Discontinued  Lines,"  or  by  words  or  representations  of 
similar  import,  when  such  are  not  true  in  fact;  or  to  so  advertise, 
describe  or  otherwise  represent  merchandise  where  the  capacity  and 
tendency  or  effect  thereof  is  to  lead  the  purchasing  or  consuming  pub- 
lic to  believe  such  merchandise  is  being  offered  for  sale  and  sold  at 
greatly  reduced  prices  or  at  so-called  ''bargain"  prices,  when  such 
is  not  the  fact. 


*  See  pase  VIII  for  headnote  applicable  to  Group  I  Rules. 
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Rum:  5.  Defamation  of  Competitars  or  Disparagenirnt  of  Their 
Proffu-cts. 
The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  crecUt 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade,  quality  or  manufacture  of  the  products  of  competitors 
or  of  their  business  methods,  selling  prices,  values,  credit  terms, 
policies,  or  services,  is  an  unfair  trade  practice. 

Rule  6.   Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given,  . 
money  or  anything  of  value  to  agents,  employees  or  representatives 
of  customers  or  prospective  customers,  or  to  agents,  employees  or  rep- 
resentatives of  competitors'  customers  or  prospective  customers,  with- 
out the  knowledge  of  their  employers  or  principals,  as  an.  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  public  seating  products  manufactured  or  sold  by  such  in- 
dustry member  or  the  maker  of  such  gift  or  offer,  or  to  influence  such 
employers  or  principals  to  refrain  from  dealing  in  the  products  of 
competitors  or  from  dealing  or  contracting  to  deal  with  competitors. 

Rule  7.   Unfair  Threats  of  Infringement  Suits. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  haras- 
sing or  intimidating  such  customers  or  prospertive  customers,  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 

Rule  8.  Procureme7it  of  Competitors'  Confidential  Information  by 
Unfair  Means  and  Wrongful  Use  Thereof. 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
obtain  information  concerning  the  business  of  a  competitor,  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  authority, 
or  by  any  other  unfair  means,  and  to  use  the  information  so  obtained 
in  such  a  manner  as  to  injure  said  competitor  in  his  business  or  to 
suppress  competition  or  unreasonably  restrain  trade. 

Rule  9.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  ob- 
structing the  performance  of  any  such  contractual  duties  or  services 
by  any  such  nieHiis,  with  the  purpose  and  effect  of  unduly  hampering, 
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injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  10.  Enticing  Away  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  prejudicing  com- 
petitors in  their  businesses,  is  an  unfair  trade  practice. 

Rule  11.  Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is 
consummated,  or  to  representations  made  prior  to  securing  the  order, 
without  the  consent  of  the  purchasers  to  such  substitutions  and  with 
the  tendency,  capacity,  or  effect  of  misleading  or  deceiving  purchasers, 
prospective  purchasers,  or  the  consiuning  public,  is  an  unfair  trade 
practice. 

Rule  12. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,^  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,*  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  ♦he  purchases  involved  therein  are  in  commerce,^ 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce, ^  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 

»  Paragraph  (a)  of  Rule  12  shall  not  be  construed  as  embracing  practice*  prohibited  by 
DaraKraphii    (5).    (c),  and    (d)    of  this   ni'« 


•  See  footnote,  p.  4«0. 
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restraint  of  trade ;  . 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  eond'tions 
affeotin.'  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketrbility  of  the  goods,  such  as.  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  ui  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 
(6)  Prohibited  Brokerage  and  Commissions.— It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,''  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  anj^ 
thing  of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  contro  , 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotioncl  AUotoaiices,  Etc—U  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale  or  offering  for  sale  of  any  products  or  commodities  mannfacturert. 
sold  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 
(d)  Prohibited  DiscriminatoiTf  Services  or  Facilities.— It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^  to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  witli  or  without 
processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 

equal  terms.  .    „  .        t.  • 

(e)  Inducing  or  Receiving  an  lUegal  DiscrimmatMn  »n  Pnce.-lt  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce.^'  in  the  course  of  such  commerce,  knowingly  to  induce  or 
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receive  a  discrimination  in  price  which  is  proliibited  by  the  l'orej;:oing 
provisions  of  this  Rule  12. 

(/)  Purchases  by  Schools,  Colleges^  Universities,  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit. — The  foregoing  provisions  of  this  Rule  12  relate  to  practices 
within  the  purview  of  the  Rpbinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  12  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

'*Be  it  enacted  by  the  Senate  and  House  ol'  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15, 
'   Sec.  13c.) 

Rule  13.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices, 

It  is  an  unfair  trade  practice  for  any  person,  firm  or  corporation 
to  aid,  abet,  coerce  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

GROUP  II* 

Rule  A.   Maintenance  of  Accurate  Records. 

It  is  the  judgment  of  the  industry  that  each  member  should  independ- 
ently keep  proper  and  accurate  records  for  determining  his  costs. 

Rule  B.  Blind  Bids. 

In  cases  of  competitive  bidding,  the  practice  of  receiving  or  making 
so-called  ** blind  bids,"  which  discount  the  lowest  competitive  bid 
regardless  of  the  amount,  tends  to  destroy  competitive  bidding,  and  is 
condemned  by  the  industry. 


A  Committee  on  Trade  Practices  is  hei-eby  created  by  the  in- 
dustry to  cooperate  with  the  Federal  Trade  Commission  and  to 
perform  such  acts  as  may  be  legal  and  proper  to  put  these  rules 
into  effect. 

Promulgated  by  the  Federal  Trade  Commission  October  3,  1939. 


*  See  paire  VIII  for  headnote  applicable  to  Group  II  Rule«, 
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TRADE  PRACTICE  RULES 


FOR  THE 


CURLED  HAIR  INDUSTRY 
PROMULGATED  JANUARY  12,  1940 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Curled  Hair  Industry,  as  hereinafter 
set  forth,  are  promulgated  by  the  Federal  Trade  Commission  under 
its  trade  practice  conference  procedure. 

The  purpose  of  the  rules  is  to  protect  industry,  trade,  and  the  pur- 
chasing public  from  unfair  trade  practices  in  respect  to  curled  hair 
and  curled  hair  mixtures  in  the  several  forms  and  products  in  which 
it  is  used  and  passed  through  the  channels  of  distribution  and  trade 
to  users,  re-sellers,  and  ultimate  consumers. 

The  curled  hair  used  in  the  industry  consists,  mainly,  of  horse  mane, 
horse  tail,  cattle  tail  and  hog  hair.  Two  or  more  different  kinds  of 
hair  are  frequently  mixed  or  blended  together,  and  sometimes  vegetable 
fiber,  such  as  sisal,  kapok,  tampico.  or  other  fiber,  is  also  mixed  with  the 
hair.  After  processing,  mixing  and  curling,  the  hair,  or  hair  and  fiber, 
is  sold  in  bulk,  interlaced  on  burlap,  or  in  molded  form,  for  use  by 
manufacturers  and  others  as  filling,  stuffing  or  padding  material, 
chiefly  in  mattresses  and  upholstered  furniture.  Such  manufactured 
articles  containing  curled  hair  are  marketed  by  their  manufacturers, 
and  by  distributors  and  dealers,  to  the  general  public,  and  thus  the 
curled  hair  product  of  the  industry  reaches  and  is  used  by  ultimate 
purchasers  or  consumers  mainly  as  constituent  parts  of  filled,  stuffed 
or  padded  merchandise. 

In  the  main,  the  cattle  and  hog  hair  used  by  the  industry  is  of  do- 
mestic production,  whereas  horse  mane  and  horse  tail  are  imported 
and  come  chiefly  from  South  America.  According  to  information  fur- 
nished the  Commission,  the  volume  of  initial  sales  in  the  industry 
totals  about  8,000,000  pounds  annually,  valued  at  approximately 
$3,000,000. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  of  the  industry.  In  the  course  thereof  a 
draft  of  rules  as  proposed  for  the  industry  was  made  available  upon 
public  notice  issued  by  the  Commission  to  all  interested  or  affected 
parties,  whereby  they  were  afforded  opportunity  to  present  their  views 
to  the  Commission,  including  such  pertinent  information,  suggestions 
or  objections  as  they  desired  to  submit,  and  to  be  heard  in  the  premises. 
Accordingly,  public  hearing  pursuant  to  such  notice  was  held  in  Wasb- 
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iugton,  D.  C,  and  all  matters  presented  at  the  hearing,  or  otherwise 
submitted,  were  duly  received  and  considered. 

Thereafter,  and  upon  consideration  of  the  entire  proceeding,  the 
rules  appearing  herein  under  Group  I  were  given  final  approval  by  the 
Commission  and  are  promulgated  as  follows: 

THE  RULES 

GROUP  I* 

Rule  1.   Misbranding. 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry with  respect  to  the  grade,  quality,  quantity,  use,  size,  material, 
content,  substance,  new  or  secondhand  condition,  origin,  preparation, 
manufacture,  or  distribution  of  such  products,  or  in  any  other  material 
respect,  is  an  unfair  trade  practice. 

Rule  2.   Misrepresentation  of  Industry  Products. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be  made 
or  published,  directly  or  indirectly,  any  false,  misleading,  or  deceptive 
statement  or  representation,  by  way  of  advertisement  or  otherwise, 
concerning  the  grade,  quality,  quantity,  use,  size,  material,  content, 
substance,  origin,  new  or  secondhand  condition,  preparation,  manufac- 
ture, or  distribution  of  any  product  of  the  industry,  or  in  any  other 
material  respect. 

Rule  3.  Deceptive  Nondisclosure. 

(a)  Nondisclosure  of  Secondhand  Hair  or  Fiber, — To  sell  or  offer 
for  sale  any  industry  product  containing,  in  whole  or  in  part,  any 
hair  or  fiber  which  has  previously  been  used  in  any  article  or  for  any 
purpose,  without  making  full  and  nondeceptive  disclosure  in  selling 
literature,  tags,  or  labels,  and  in  invoices,  of  the  fact  that  such  hair  or 
fiber  is  secondhand  or  used,  is  an  unfair  trade  practice. 

(6)  Nondisclosure  of  Kind  of  Hair.— To  the  end  that  purchasers 
may  be  correctly  informed  and  that  unfair  methods  of  competition  and 
unfair  or  deceptive  acts  or  practices  may  be  avoided  and  prevented  in 
the  sale  or  offering  for  sale  of  curled  hair  or  curled  hair  products, 
full  and  nondeceptive  disclosure  should  be  made  by  members  of  the 
industry  in  selling  literature,  tags,  or  labels,  and  in  invoices,  of  the 
kind  of  hair  contained  in  said  merchandise  sold  or  offered  for  sale  by 
them,  whether  horse  tail,  cattle  tail,  horse  mane,  hog,  or  other  kind  of 
hair,  together  with  the  proportion  of  each  kind  of  hair  contained  there- 
in; and  it  is  an  unfair  trade  practice  to  fail  or  refuse  to  make  such 
disclosure  to  purchasers  where  such  nondisclosure  or  the  concealment 


•  See  pasre  VIII  for  headnote  applicable  to  Group  I  Rules. 
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of  the  kind  of  hair  contained  in  the  product  is  practiced  by  the  seller 
with  the  tendency  and  capacity  or  effect  of  thereby  misleading  or 
deceiving  purchasers  or  the  consuming  public. 

(c)  Nondisclosure  of  Vegetable  Fiber,  Etc. — The  concealment  of,  or 
the  failure  to  disclose,  the  kind  and  proportion  of  any  vegetable  fiber 
or  material  other  than  hair  contained  in  any  curled  hair  or  purported 
curled  hair  product  sold  by  members  of  the  industry,  with  the  tendency 
and  capacity  or  effect  of  thereby  misleading  or  deceiving  purchasers 
or  the  consuming  public,  is  also  an  unfair  trade  practice. 

Rule  4.  Misuse  of  the  Term  **Hair/*  Etc. 

The  use  of  the  word  **hair''  to  describe  any  industry  product  con- 
sisting of  hair  mixed  with  sisal,  tampico,  kapok,  *or  other  vegetable 
fibers,  without  disclosure  of  the  proportion  and  kind  of  hair  and  of 
vegetable  fibers  present  in  the  product,  with  the  tendency  and  capacity 
or  effect  of  misleading  or  deceiving  the  purchasing  or  the  consuming 
public,  or  the  use  of  the  term  **hair"  or  word,  term,  or  representation 
of  similar  import  in  any  false,  misleading,  or  deceptive  manner  what- 
soever, is  an  unfair  trade  practice. 

RuiiE  5.   Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is 
consummated,  or  to  representations  made  prior  to  securing  the  order, 
without  the  consent  of  the  purchasers  to  such  substitutions  and  with 
the  tendency  and  capacity  or  effect  of  misleading  or  deceiving  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice. 

Rule  6.  False  Invoicing. 

Withholding  from  or  inserting  in  an  invoice,  billing,  or  statement  any 
material  information  by  reason  of  which  omission  or  insertion  a  false 
record  is  made,  wholly  or  in  part,  of  the  transaction  which  such  invoice 
or  billing  or  statement  purports  to  represent,  with  the  effect  of  thereby 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  7.  Imitation  or  Simulation  of  Trade-marks^  Trade  Nam^s,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  labels 
or  brands  of  competitors,  with  the  tendency  and  capacity  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  8.  Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
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sentatives  of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
mfiuence  their  employers  or  principals  to  purchase  or  contract  to  pur- 
chase products  manufactured  or  sold  by  such  industry  member  or  the 
maker  of  such  gift  or  offer,  or  to  influence  such  employers  or  principals 
to  refrain  from  dealing  in  the  products  of  competitors  or  from  dealin- 
or  contracting  to  deal  with  competitors. 

Rule  9.    Defamatian    of    Competitors    or    Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
mg  or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade  quality,  or  manufacture  of  the  products  of  competitors,  •  or  of 
their  business  methods,  selling  prices,  values,  credit  terms,  policies  or 
services,  is  an  unfair  trade  practice. 
Rule  10.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
any  talse  or  deceptive  means  whatsoever,  or  interfering  with  or 
obstructmg  the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  11.. 

(a)  Prohibited  Discriminatory  Prices,   or  Rebates,  Refunds,   Dis- 
counts,  Credits,  Etc.,  Which  Effect  Unlawful  Price  Discriminatian  - 
It  IS  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
m  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit    or  other  form  of  price  differential  effects  a  discrimination  in 
pnce  between  different  purchasers  of  goods  of  like  grade  and  quality 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce  ^' 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,^  or  to  injure 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination  or  with  customers 
of  either  of  them :  Provided,  however— ^ 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States  ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 

footnote,  p.  460. 
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facture,  sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered ; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
<?aored  in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances f  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  by  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 


^  See  footnote,  p.  460. 
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purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms.  ■ 

(e)  Inducing  or  Receiving  an  lUegal  Discrimination  in  Price  —It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,*  m  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  bv  the  fore-oin- 
provisions  of  this  Rule  11.  '  "^      "^ 

if)  Purchases  by  Schools,  Colkges,  Universities,  Public  Libraries 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
S'^?^^  ^^^^^^^"^  provisions  of  this  Rule  11  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  11  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26  1938 
and  reads  as  follows :  ^       »  , 

^'Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled,  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  pureh^es  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15 
Sec.  13c.)  ' 


Promulgated  by  the  Federal  Trade  Commission  January  12,  1940. 


*  See  footnote,  p.  460. 
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FOR  THE 


SARDINE  INDUSTRY 
PROMULGATED  MARCH  5.  1940 


STATEMENT  BY  THE  CQJVIMISSION 

Trade  practice  rules  for  the  Sardine  Industry,  as  hereinafter  set 
forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

The  rules  relate  to  the  sale  and  distribution  of  sardines,  processed 
or  canned,  and  of  sardine  oil.  meal,  and  other  sardine  products,  by 
processors,  canners  or  packers,  and  by  jobbers,  distributors,  dealers, 
importers,  or  other  marketers.  As  promulgated,  the  provisions  are 
directed  to  the  elimination  and  prevention  of  misrepresentation,  de- 
ceptive concealment,  and  various  other  unfair  trade  practices,  and 
are  issued  in  the  interest  of  protecting  industry,  trade,  and  the  public 
from  the  han-mful  effects  of  such  unfair  methods  or  practices. 

Based  on  the  most  recent  statistics  available,  the  industry's  annual 
pack  of  sardines  in  the  United  States  is  around  3,000,000  cases,  and 
the  annual  domestic  production  of  sardine  oil  and  meal  runs  around 
18,000,000  gallons  of  oil  and  close  to  100,000  tons  of  meal.  The  com- 
bined sales  value  per  annum  to  the  producers  of  these  products  is 
reported  to  be  approximately  $18,000,000. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  of  the  industry.  In  the  course  thereof  a 
general  trade  practice  conference  was  held  in  San  Francisco  under 
the  auspices  of  the  Commission.  Subsequently,  a  draft  of  proposed 
rules  for  the  industry  was  made  available  upon  public  notice  issued  by 
the  Commission  to  all  interested  or  affected  parties,  whereby  they  were 
afforded  opportunity  to  present  their  views  to  the  Commission,  includ- 
ing such  pertinent  information,  suggestions,  or  objections  as  they 
desired  to  submit,  and  to  be  heard  in  the  premises.  Accordingly,  public 
hearing  pursuant  to  such  notice  was  held  in  Washington,  D.  C.  There- 
after, and  upon  consideration  of  the  entire  matter,  final  action  was 
taken  by  the  Commission  whereby  it  approved  and  received,  respec- 
tively, the  rules  appearing  herein  under  Group  I  and  Group  II. 

These  rules  do  not  in  any  respect  supplant,  or  relieve  anyone  of  the 
necessity  of  complying  with,  the  legal  requirements  of  the  pure  food 
laws,  or  other  provision  of  law.  They  are  established  under  statutes 
administered  by  the  Federal  Trade  Commis.sion  for  the  purpose  of  more 
effectively  stamping  out  unfair  practices  in  the  interest  of  the  public, 
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and  to  assist  in  general  law  enforcement  to  this  end.  They  are  not  to  be 
used,  directly  or  indirectly,  as  part  of  or  in  connection  with  any 
combination  or  agreement  to  fix  prices,  or  for  the  suppression  of  com- 
petition, or  otherwise  to  unreasonably  restrain  trade. 

THE  RULES 

GROUP  I* 

Rule  1.  Definitions. 

For  the  purpose  of  these  rules  and  in  their  application  the  following 
definitions  shall  apply: 

(a)  Improper  Packing. — Canned  sardines  shall  be  deemed  to  be 
improperly  packed  ( 1 )  if  they  contain  any  deleterious,  decomposed 
or  otherwise  unfit  food;  or  (2)  if  they  are  not  prepared  and 
packed  under  strict  sanitary  conditions  conformable  to  the  rules 
and  regulations  of  appropriate  Federal  and  State  authorities;  or 
(3)  if  the  cans  are  not  well  filled  with  whole  fish  of  good  quality, 
properly  cleaned  and  with  heads  removed;  or  (4)  if  the  canned 
product  contains  any  adulterant  or  the  canning  or  packing  thereof 
is  defective  in  any  other  respect;  or  (5)  if  the  can  used  is  so  made, 
formed,  or  filled  as  to  be  misleading. 

Where  sauce  or  oil  is  used  in  packing  sardines,  the  quantity 
should  be  sufficient  to  fill  the  interstices  in  the  can  fully  packed 
with  the  fish.  Any  tomato  or  mustard  sauce  or  other  sauce  or  oil 
used  in  packing  sardines  shall  be  made  from  sound  and  wholesome 
ingredients  and  shall  contain  no  starches  or  other  thickening,  nor 
any  adulterating  agents,  nor  any  other  material  or  ingredient 
which  may  be  deleterious,  decomposed,  putrid,  or  harmful. 

(h)  Natural  Style. — Canned  sardines  described  or  designated  as 
** Natural  Style"  shall  be  deemed  to  be  sardines  which  may  or  may 
not  be  salted  or  brined  but  which  are  packed  without  the  addition 
of  any  sauce,  oil,  condiment, -or  flavoring  agent. 

(c)  Seconds.—'Yhe  term  "Seconds"  shall  be  construed  as  in- 
cluding any  canned  sardines  of  which  the  can  is  overfilled  abnor- 
mally, even  though  such  sardines  are  otherwise  properly  packed. 
The  term  shall  also  be  construed  as  including  canned  sardines  in 
which  the  cans  are  dented,  spotted,  rusty,  or  otherwise  defective; 
provided^  however,  that  if  the  sardines  are  spoiled  or  in  any  way 
adulterated  or  unfit  for  human  or  animal  consumption  they  shall 
not  be  sold  or  distributed  at  all  for  such  consumption,  irrespective 
of  whether  or  not  they  are  designated  by  the  canner,  distributor, 
dealer,  or  other  seller  as  being  ** Seconds." 


*  Se«  pace  VI  If  for  headnoU  applicable  to  Group  I  Rules. 
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Rule  2.  Sardines  Unfit  for  Use. 

It  is  an  unfair  trade  practice  to  offer  for  sale,  sell,  or  promote 
the  sale  of  canned  sardines  for  human  consumption  or  as  food  for 
animals  when,  for  any  reason,  such  product  is  or  lias  become  unfit  for 
such  human  or  animal  consumption. 

Rule  3.   Misuse  of  Words  '^Natural  Style,**  Etc. 

It  is  an  unfair  trade  practice  in  the  sale  or  distribution  of  canned 
sardines  to  use  the  term  '* Natural  Style"  as  descriptive  of  any  such 
sardines,  or  to  otherwise  represent  them  as  being  "Natural  Styl^^' 
sardines,  when  such  is  not  true  in  fact,  or  when  such  use  of  the  term 
or  such  representation  is  in  any  other  respect  false,  misleading,  or 
deceptive. 

Rule  4.   Misrepresenting  ** Seconds,**  Etc, 

In  the  sale  or  distribution  of  canned  sardines  which  are  ''Seconds,*' 
it  is  an  unfair  trade  practice  to  cause  the  same  to  be  represented  or 
sold  (a)  as  or  for  sardines  of  a  higher  grade  or  quality;  or  (6)  as  not 
being  such  ** Seconds;"  or  (c)  under  conditions  of  deceptive  conceal- 
ment of  the  fact  that  the  products  are  "Seconds;"  or  (d)  to  offer  for 
sale,  sell,  or  distribute  such  "Seconds"  without  full  and  nondeceptive 
disclosure  of  the  fact  that  such  products  are  "Seconds"  made  clearly 
and  unequivocally  in  all  display  or  descriptive  matter  used  in  the  sale 
or  distribution  of  the  products. 

(I90TE. — To  avoid  deceptive  concealment  or  the  capacity  and  tendency  or 
effect  of  misleading  the  purchasing  public,  all  sardine  products  which  are 
"Seconds"  should  be  clearly  and  Indelibly  marked  as  "Seconds,"  and  the  fact 
they  are  "Seconds"  should  be  clearly  disclosed  in  all  representations  used  in 
connection  with  their  sale  or  distribution;  moreover,  such  products  should 
not  be  marketed  at  all  for  consumption  of  man  or  animals  when  the  same 
are  unfit  for  such  human  or  animal  consumption,  re8i>ectively,  or  when 
the  marketing  thereof  is  contrary  to  the  provisions  of  any  applicable  laws 
or  governmental  regulations.) 

Rule  5.    Misrepresentation  of  Industry  Products. 

The  practice  of  selling,  advertising,  describing,  or  otherwise  repre- 
senting canned  sardines,  sardine  oil  or  meal,  or  related  products,  in  a 
manner  which  is  calculated  to  mislead  or  deceive  or  has  the  capacity 
and  tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or 
consuming  public  with  respect  to  the  character,  nature,  content,  brand, 
grade,  quality,  quantity,  origin,  substance,  material,  size,  preparation, 
packing,  distribution,  or  manufacture  of  such  products,  or  ingredients 
thereof,  or  in  any  other  material  respect,  is  an  unfair  trade  practice. 

Rule  6.  Deceptive  Depictions. 

It  is  an  unfair  trade  practice  to  use  in  relation  to  industry  products 
any  photograph,  cut,  engraving,  insignia,  design,  illustration,  or  pic- 
torial or  other  depiction  or  device,  (in  catalogs,  sales  literature,  adver- 
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tisements,  or  other  representations),  which  has  the  capacity  and  tend- 
ency or  effect  of  misleading  or  deceiving  the  purchasing  or  consuming 
public  respecting  the  character,  nature,  content,  brand,  grade,  quality, 
quantity,  origin,  substance,  material  size,  preparation,  packing,  dis- 
tribution, or  manufacture  of  any  products  of  the  industry,  or  ingredi- 
ents thereof;  or  which  is  false,  misleading,  or  deceptive  in  any  other 
respect. 

Rule  7.   Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  8.   Use  of  Slack-Filled  or  Short-Weight  Containers. 

It  is  an  unfair  trade  practice  to  sell,  advertise,  describe,  or  otherwise 
represent,  canned  sardines  or  canned  sardine  products  packed  in  slack- 
filled  or  short-weight  containers,  or  packed  in  odd-sized  containers 
simulating  in  size  or  shape  standard  sized  or  shaped  containers  which 
are  known  to  the  public  as  standard  containers  of  definite  capacity, 
with  the  tendency  or  effect  of  misleading  or  deceiving  the  purchasing 
or  consuming  public  as  to  the  contents  of  such  containers  or  the 
amount  of  sardines  or  sardine  products  contained  therein ;  or  which 
are  packed  in  containers  so  made,-  formed,  or  filled  as  to  be  otherwise 
misleading. 

Rule  9.    Defamation    of    Competitors    or    Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  thera  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality,  or  manufacture  of  the  products  of  competitors,  or  of 
their  business  methods,  selling  prices,  values,  credit  terms,  policies,  or 
services,  is  an  unfair  trade  practice. 

Rule  10.   Substituting  Inferior  Products  for  Those  Ordered. 

The  practice  of  using  or  substituting  any  product  of  the  industry 
inferior  in  grade  or  quality  to  that  specified  by  the  purchaser,  without 
the  consent  of  said  purchaser  to  such  use  or  substitution,  or  with  the 
capacity  and  tendency  or  effect  of  otherwise  misleading  or  deceiving 
the  purchasing  or  consuming  public,  is  an  unfair  trade  practice. 
Rule  11.  Misuse  of  Word  **Free.** 

The  use  of  the  word  "free,"  or  the  equivalent  thereof,  where  not 
properly  or  fairly  qualified  when  the  article  is  in  fact  not  free,  with 
the  capacity  or  tendency  to  mislead  or  deceive  the  purchasing  or  con- 
suming public,   is  an   imrair  trade   practice. 
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Rule  12.  Fictitious  Prices. 

Offering  sardines  or  sardine  products  for  sale  at  prices  purported 
to  be  reduced  from  what  are  in  fact  fictitious  prices,  or  offering  such 
products  for  sale  at  a  purported  reduction  in  price  when  such  purported 
reduction  is  in  fact  fictitious,  with  the  capacity  and  tendency  or  effect 
of  misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  13.  False  Invoicing. 

Withholding  from  or  inserting  in  an  invoice,  billing,  or  statement 
any  material  information  by  reason  of  which  omission  or  insertion  a 
false  record  is  made,  wholly  or  in  part,  of  the  transaction  which  such 
invoice  or  billing  or  statement  purports  to  represent,  with  the  effect 
of  thereby  misleading  or  deceiving  the  purchasing  or  consuming  public, 
is  an  unfair  trade  practice. 

Rule  14.  Inducing  Breach  of  Contract.  . 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  ob- 
structing the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  15.   Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers,  or  to  agents,  employees,  or 
representatives  of  competitors'  customers  or  prospective  customers, 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  influence  their  employers  or  principals  to  purchase  or  contract 
to  purchase  products  manufactured  or  sold  by  such  industry  member 
or  the  maker  of  such  gift  or  offer,  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  16.  Enticing  Away  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  prejudicing  com- 
petitors in  their  businesses  is  an  unfair  trade  practice. 

Rule  17.   Unfair  Threats  of  Infringement  Suits. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  harass- 
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ing  or  intimidating  such  customers  or  prospective  customers,  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
uesses,  is  an  unfair  trade  practice. 

Rule  18.   Consignment  Distribution. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  use 
the  practice  of  shipping  goods  on  consignment  or  pretended  consign- 
ment for  the  purpose  and  with  the  effect  of  artificially  clogging  trade 
outlets  and  unduly  restricting  competitors*  use  of  said  trade  outlets 
in  getting  their  goods  to  consumers  through  regular  channels  of  dis- 
tribution, or  with  such  purpose  to  entirely  close  said  trade  outlets 
to  such  competitors  so  as  to  substantially  lessen  competition  or  tend 
to  create  a  monopoly  or  to  unreasonably  restrain  trade ;  provided^  how- 
ever,  that  nothing  herein  shall  be  construed  or  used  as  restricting  or 
preventing  consignment  shipping  or  marketing  of  commodities  in  good 
faith  and  without  artificial  interference  with  competitors'  use  of  the 
usual  channels  of  distribution  in  such  manner  as  thereby  to  suppress 
competition  or  restrain  trade. 

Rule  19.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost, 
when  pursued  with  wrongful  intent  of  thereby  injuring  a  competitor 
and  where  the  effect  of  such  practice  is  to  unreasonably  restrain  trade, 
tend  to  create  a  monopoly,  or  substantially  lessen  competition,  is  an 
unfair  trade  practice. 

This  rule  is  not  to  be  construed  as  prohibiting  all  sales  below  cost, 
but  only  such  selling  below  the  seller's  cost  as  is  resorted  to  and  pur- 
sued as  a  monopolistic  practice  with  the  wrongful  intent  referred  to 
and  coupled  with  the  effect  of  unreasonably  restraining  trade,  tending 
to  create  a  monopoly,  or  substantially  lessening  competition.  Sales 
below  cost  by  a  competitor  not  in  a  sufficiently  strong  competitive 
position  to  produce,  and  not  actually  producing,  the  monopolistic  or 
restraining  effect  mentioned,  do  not  fall  within  the  inhibitions  of 
this  rule. 

The  costs  referred  to  in  the  rule  are  actual  costs  of  the  respective 
seller  and  not  some  other  figure  or  average  costs  in  the  industry 
determined  by  an  industry  cost  survey  or  otherwise. 
Rule  20. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds^  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination. — 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  or  credit, 
or  the  granting  of  free  goods,  or  other  form  of  price  differential,  where 
such   rebate,    refund,    discount,    or   credit,    or   the   granting   of   free 


^  See  footnote,  p.  460. 
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goods,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,* 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,*  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
Icnowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost*  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecthig  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (b)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(&)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  otlier  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(e)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
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of  a  customer  ot  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — ^It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce.*  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  20. 

(/)  Purchases  by  Schools.  Colkges,  Universities,  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit. — The  foregoing  provisions  of  this  Rule  20  relate  to  practices 
within  the  i)urview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  20  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938J 
and  reads  as  follows : 

**Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act.  shall  apply  to  purchases  of  their 
'  supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15, 
Sec.  13c.) 

Rule  21.   Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use 
or  promote  the  use  of  any  unfair  trade  practice  specified  in  these  rides. 


*  See  footnote,  p.  460. 
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GROUP  II* 


Rule  A.  Cost  Records. 

It  is  the  judgment  of  the  industry  that  each  member  should  inde- 
pendently keep  proper  and  accurate  records  for  determining  his  costs. 

Rule  B.  Repudiation  or  Cancellation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  or  cancellation  of  contracts 
by  sellers  on  a  rising  market  or  by  buyers  on  a  declining  market  is 
condemned  by  the  industry. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  in- 
dustry to  cooperate  with  the  Federal  Trade  Commission  and  to 
perform  such  acts  as  may  be  legal  and  proper  to  put  these  rules 
into  effect. 

Promulgated  by  the  Federal  Trade  Commission  March  5,  1940. 


*  See  pasre  VIII  for  headnote  applicable  to  Group  II  Bales. 
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TRADE  PRACTICE  RULES 
FOR  THE 

UMBRELLA  INDUSTRY 
PROMULGATED  MARCH  9,  1940 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Umbrella  Industry,  as  hereinafter  set 
forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

The  rules  relate  to  the  sale  and  distribution  of  the  various  kinds  of 
umbrellas  and  parasols,  and  the  accessories  or  parts  therefor,  by  manu- 
facturers, jobbers,  distributors,  importers,  dealers,  or  others  engaged 
in  the  merchandising  of  such  products.  As  promulgated,  the  provisions 
are  directed  to  the  elimination  and  prevention  of  misrepresentation, 
deceptive  concealment,  and  various  other  unfair  trade  practices,  and 
are  issued  in  the  interest  of  protecting  industry,  trade,  and  the  public 
from  the  harmful  effects  of  such  unfair  methods  or  practices. 

On  the  basis  of  published  statistics,  the  total  annual  volume  of 
business  by  the  manufacturers  appears  to  be  around  $12,000,000. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  of  the  industry.  In  the  course  thereof  a 
general  trade  practice  conference  was  held  in  New  York  City  under 
the  auspices  of  the  Commission.  Subsequently,  a  draft  of  proposed 
rules  for  the  industry  was  made  available  upon  public  notice  issued 
by  the  Commission  to  all  interested  or  affected  parties,  whereby  they 
were  afforded  opportunity  to  present  their  views  to  the  Commission, 
including  such  pertinent  information,  suggestions,  or  objections  as 
they  desired  to  submit,  and  to  be  heard  in  the  premises.  Accordingly, 
public  hearing  pursuant  to  such  notice  was  held  in  Washington,  D.  C, 
and  all  matters  presented  at  the  hearing,  or  otherwise  submitted,  were 
duly  received  and  considered. 

Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken  by  the  Commission  whereby  it  approved  and  received,  re- 
spectively, the  rules  appearing  herein  under  Group  I  and  Group  II. 

THE  RULES 
GROUP  I* 

Rule  1.   Misrepresentation  of  Industry  Products. 
It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be 


*  8««  pasre  VHI  for  hendnote  applicable  to  Group  I  Rules. 
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made  or  published,  directly  or  indirectly,  any  false,  misleading,  or 
deceptive  statement  or  representation,  by  way  of  advertisement  or 
otherwise,  concerning  the  grade,  quality,  weight,  character,  durability, 
fastness  of  color,  finish,  size,  material,  fiber  or  other  content,  origin 
construction,  treatment,  preparation,  manufacture,  or  distribution  of 
any  products  of  the  industry  or  concerning  any  component  of  such 
products,  or  in  any  other  material  respect. 

Rule  2.    Misbranding. 

The  false  or  deceptive  marking  or  branding  of  umbrellas  with  any 
word,  phrase,  name,  trade-mark,  label,  picture,  design,  device,  or  other 
representation  with  respect  to  the  grade,  quality,  weight,  character, 
durability,  fastness  of  color,  finish,  size,  material,  fiber  or  other  con- 
tent, origin,  construction,  treatment,  preparation,  manufacture,  or  dis- 
tribution  of  any  such  products  of  the  industry  or  concerning  any 
component  of  such  products,  or  in  any  other  material  respect,^  an 
unfair  trade  practice. 

Rule  3.  False  Invoicing. 

Withholding  from  or  inserting  in  invoices  any  statements  or  informa- 
tion  by  reason  of  which  omission  or  insertion  a  false  record  is  made 
wholly  or  m  part,  of  the  transactions  represented  on  the  face  of  such 
invoices,  with  the  effect  of  thereby  misleading  or  deceiving  the  pur. 
chasing  or  consuming  pubHc,  is  an  unfair  trade  practice. 

Rule  4.  Misrepresentation  of  Rebuilt  or  Secondhand  Umbrellas. 

(a)  It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
sell,  offer  for  sale,  advertise,  or  otherwise  represent  any  umbrella,  or 
any  part  thereof,  as  being  new  when  such  is  not  true  in  fact. 

(6)  In  the  marketing  of  rebuilt  or  secondhand  umbrelJas  or  um- 
brellas containing  rebuilt  or  secondhand  parts,  it  is  an  unfair  trade 
practice  to  fail  or  refuse  to  make  full  and  nondeceptive  disclosure  by 
tag  or  label  attached  to  the  product,  of  the  fact  that  such  umbrellas 
or  parts  are  not  new  but  are  used,  rebuilt,  or  secondhand  as  the  case 
may  be,  such  failure  or  refusal  to  make  disclosure  having  the  capacity 
and  tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or 
consuming  public.  ° 

Rule  5.   Misrepresentation  as  to  Character  of  Business. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  represent,  directly  or  indirectly,  that  he  or  it  is  an  umbrella  manu- 
facturer  or  that  he  or  it  owns  or  controls  a  factory  engaged  in  the 
manufacture  of  umbrellas,  when  such  is  not  the  fact,  or  in  any  other 
manner  to  misrepres(Mit  the  character,  extent,  or  tvpe  of  his  or  it8 
business. 
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Rule  6.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  ob- 
structing the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  7.   Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is 
consummated,  or  to  representations  made  prior  to  securing  the  order, 
without  the  consent  of  the  purchasers  to  such  substitutions,  or  with 
the  capacity  and  tendency  or  effect  of  misleading  or  deceiving  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice. 

Rule  8.    Defamation    of    Competitors    or    Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
the  grade,  quality,  or  manufacture  of  the  products  of  competitors,  or 
of  their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  is  an  unfair  trade  practice. 

Rule  9.   Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers,  or  to  agents,  employees,  or  rep- 
resentatives of  competitors'  customers  or  prospective  customers,  with- 
out the  knowledge  of  their  employers  or  principals,  as  an  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract  to 
piirchase  products  manufactured  or  sold  by  such  industry  member  or 
the  maker  of  such  gift  or  offer,  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  10.  Enticing  Away  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  prejudicing  com- 
petitors  in  their  businesses  is  an  unfair  trade  practice. 

Rule  11.   Consignment  Distribution. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  use 
the  practice  of  shipping  goods  on  consignment  or  pretended  consjo^n- 
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ment  for  the  purpose  and  with  the  effect  of  artificially  clogging  trade 
outlets  and  unduly  restricting  competitors'  use  of  said  trade  outlets 
in  getting  their  goods  to  consumers  through  regular  channels  of  dis- 
tribution, or  with  such  purpose  to  entirely  close  said  trade  outlets  to 
such  competitors  so  as  substantially  to  lessen  competition  or  tend  to 
create  a  monopoly  or  unreasonably  to  restrain  trade;  provided,  how- 
eveVy  that  nothing  herein  shall  be  construed  or  used  as  restricting  or 
preventing  consignment  shipping  or  marketing  of  commodities  in  good 
faith  and  without  artificial  interference  with  competitors*  use  of  the 
usual  channels  of  distribution  in  such  manner  as  thereby  to  suppress 
competition  or  restrain  trade. 

RuiiE  12.   Fiber  Identification  of  Covers, 

Identification  and  disclosure  of  fiber  and  other  material  content  of 
the  products  of  this  industry  shall  be  made  in  accordance  with  the 
applicable  requirements  of  the  Group  (I)  fiber  identification  rules 
approved  and  promulgated  by  the  Commission,  such  as  the  Group 
(I)  Rayon  Rules  promulgated  October  26,  1937,  relating  to  products 
containing  rayon  in  whole  or  in  part,  and  the  Group  (I)  Silk  Rules 
promulgated  November  4,  1938,  relating  to  products  containing  or 
purporting  to  contain  silk  in  whole  or  in  part,  and  such  other  provisions 
of  laws  and  regulations  on  the  subject  as  or  when  made  applicable  to 
the  products  of  this  industry. 

Rule  13. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,^ 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,^  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, Kale,  or  delivery  resulting  from  the  differing  methods  or 

^  S««  footnote,  p.   460. 
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quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered ; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  chanjjes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (b)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions, — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce.'  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
lliing  of  value  as  a  commission,  brokerage,  or  other  compeusatiun,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc.— It  is 
an  unfair  trade  practice  for  any  member  oi  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commoditv  so 
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purchased  upon  terms  not  accorded  to  aU  purchasers  on  proportionally 
equal  terms.  • 

(c)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  13. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit.— The  foregoing  provisions  of  this  Rule  13  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  13  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  wliich  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

"Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled,  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15 
Sec.  13c.) 

Rule  14.   Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  en- 
gaged in  commerce,^  to  discriminate  in  favor  of  one  customer-purchaser 
against  another  customer-purchaser  of  umbrellas,  bought  from  sucli 
member  of  the  industry  for  resale,  by  contracting  to  furnish  or  furnish- 
ing  in  connection  therewith,  upon  terms  not  accorded  to  all  customer- 
purchasers  on  proportionally  equal  terms,  the  service  or  facility  where- 
by .such  favored  purchaser  is  accorded  the  privilege  of  returning 
umbrellas  so  purchased  and  receiving  therefor  credit  or  refund  of 
purchase  price;  provided,  however,  nothing  in  any  of  the  rules  herein 
shall  prohibit  or  be  used  to  prevent  the  return  of  merchandise  by  pur- 
chaser, for  credit  or  refund  of  purchase  price,  when  and  because  such 
merchandise  has  not  been  properly  labeled  by  the  seller  as  to  fibei- 
content,  or  has  been  otherwise  falsely  or  deceptively  labeled  or  repre- 
sented, or  when  and  because  such  merchandise  is  defective  in  material, 
workmanship,  or  in  any  other  respect  contrary  to  warranty  or  purchase 
contract,  (^ee  also  Ruh   B,  Group  II.) 


*  See  footnote,  p.  460. 
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Rule  15.   Aidiiig  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

GROUP  II* 

Rule  A.  Repudiation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market,  or  by  buyers  on  a  declining  market,  is  condemned  by 
the  industry. 

Rule  B.   Return  of  Merchandise. 

The  practice,  by  members  of  the  industry,  of  selling  merchandise 
and  later  permitting  the  purchaser  to  return  it  for  credit  or  refund  of 
purchase  price,  without  just  cause,  creates  waste  and  loss,  increases 
the  cost  of  doing  business  to  the  detriment  of  both  the  industry  and 
the  public,  and  is  condemned  by  the  industry,  subject,  however,  to  the 
requirements  and  limitations  set  forth  in  the  provisions  of  Rule  14  of 
Group  I,  herein,  and  subject  also  to  the  general  limitation  that  mem- 
bers of  the  industry  shall  not  engage  in  any  combination  or  conspiracy 
in  restraint  of  trade  or  use  any  other  illegal  methods  in  the  regulation, 
control,  or  prevention  of  the  return  of  merchandise. 

Pi-omulgated  by  the  Federal  Trade  Commission  March  9.  1940. 


•See  page  VIH  for  headoote  applicable  to  Group  H  Rules. 
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FEDERAL  TRADE  COMMISSION 
TRADE  PRACTICE  RULES 

FOR  THE 

FOLDING  PAPER  BOX  INDUSTRY 
PROMULGATED  APRIL  5.  1940 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Folding  Paper  Box  Industry,  as  herein- 
after set  forth,  are  promulgated  by  the  Federal  Trade  Commission 
under  its  trade  practice  conference  procedure.  The  rules  relate  to  the 
various  types  and  sizes  of  folding  paper  cartons,  boxes,  and  containers 
which  are  the  products  of  this  industry,  and  to  their  salp  and  distribu- 
tion by  manufacturers,  jobbers,  distributors,  dealera,  or  other  mar- 
keters. As  promulgated,  the  rules  are  directed  to  the  elimination  and 
prevention  of  unfair  methods  of  competition  and  various  other  unfair 
trade  practices,  and  are  issued  in  the  interest  of  protecting  industry, 
trade,  and  the  public  from  the  harmful  effects  of  such  unfair  methods 
or  practices. 

According  to  information  furnished  the  Commission,  the  manufac- 
turers' volume  of  business,  annually,  is  estimated  at  $100,000,000. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  of  members  of  the  industry.  In  the  course 
thereof,  and  pursuant  to  public  notice  issued  by  the  Commission,  pro- 
posed rules  for  the  industry  were  made  available  and  all  interested  or 
affected  parties  were  afforded  opportunity  to  present  their  views  to 
the  Commission,  including  such  pertinent  information,  suggestions,  or 
objections  as  they  desired  to  submit,  and  to  be  heard  in  the  premises. 
Accordingly,  public  hearing  pursuant  to  such  notice  was  held  in  Wash- 
ington, D.  C,  February  6,  1940.  Thereafter,  and  upon  consideration 
of  the  entire  matter,  final  action  was  taken  by  the  Commission  whereby 
it  approved  and  received,  respectively,  the  rules  appearing  herein 
under  Group  \  and  Group  II.  These  provisions  replace  former  rules 
for  the  Paperboard  Industry  which  had  been  promulgated  in  1920,  and 
which  are  no  longer  in  effect. 

THE  RULES 
GROUP  I* 

Rule  1.  Misrepresentation  of  Industry  Products, 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be 
made  or  published,  directly  or  indirectly,  any  false,  misleading,  or 


*Stc  pHfre   VI n   for  hendnote  applicable  to  Group  I   RuIm. 
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deceptive  statement  or  representation,  by  way  of  advertisement  or 
otherwise,  concerning  the  grade,  quality,  quantity,  use,  size,  material, 
finish,  strength,  thickness,  content,  origin,  preparation,  manufacture, 
or  distribution  of  any  product  of  the  industry,  or  in  any  other  material 
respect. 

Rule  2.  Misrepresentation  as  to  Character  of  Business. 

(a)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  or 
corporation,  by  trade  or  corporate  name  or  otherwise,  to  hold  himself  or 
itself  out  as  being  a  manufacturer  or  producer  of  folding  paper  boxes 
or  allied  products  when  such  is  not  true  in  fact. 

(6)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  or 
corporation,  in  the  conduct  of  business,  to  misrepresent  in  any  manner 
the  character,  nature,  or  status  of  the  business  of  such  person,  partner- 
ship, or  corporation. 

Rule  3.  Misrepresenting  Products  as  Conforming  to  Standards. 

Falsely  or  deceptively  representing,  through  advertising,  stamping, 
branding,  or  otherwise,  that  any  product  of  tlie  industry  conforms  to 
a  required  or  recognized  standard  of  sizp,  construction,  weight,  or 
quality,  when  such  is  not  the  fact,  is  an  unfair  trade  practice. 

Rule  4.  Misbranding. 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry with  respect  to  the  grade,  quality,  quantity,  use,  size,  material, 
finish,  strength,  thickness,  content,  origin,  preparation,  manufacture, 
or  distribution  of  such  products,  or  in  any  other  material  respect,  is  an 
unfair  trade  practice. 

Rule  5.    Use  of  Deceptive  Selling  Methods. 

The  sale  or  offering  for  sale  of  any  product  of  the  industry  by  any 
false  or  deceptive  means  or  device  which  has  the  capacity  and  tendency 
or  effect  of  misleading  or  deceiving  the  purchasing  or  consuming  public 
as  to  the  grade,  quality,  quantity,  use,  size,  material,  finish,  strength, 
thickness,  content,  origin,  preparation,  manufacture,  or  distribution  of 
any  product  of  the  industry,  or  in  any  other  material  respect,  is  an 
unfair  trade  practice. 

Rule  6.  Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is 
consummated,  or  to  representations  made  prior  to  securing  the  order, 
without  the  consent  of  the  purchasers  to  such  substitutions,  or  with 
the  capacity  and  tendency  or  effect  of  misleading  or  deceiving  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice. 
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Rule  7.  False  and  Mialtading  Price  Quotations,  Etc. 
,  The  publishing  or  circulating  by  any  member  of  the  industry  of  false 
or  misleading  price  quotations,  price  lists,  terms  or  conditions  of  sale, 
with  the  capacity  and  tendency  or  effect  of  thereby  misleading  or  de- 
ceiving the  purchasing  or  consuming  public,  is  an  unfair  trade  practice. 
Rule  8.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breacli  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  obstruct- 
ing the  performance  of  any  such  contractual  duties  or  services  by  any 
such  means,  with  tlie  purpose  and  effect  of  unduly  hampering,  injuring, 
or  prejudicing  competitors  in  their  businesses,  is  an  unfair  trade 
practice. 

Rule  9.    Defamation    of    Competitors    or    Disparagement    of    Their 
Products, 

The  defamation  of  competitors  by  falsely  imputing  to  them  dislionor- 
able  conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality,  or  manufacture  of  the  products  of  competitors,  or  of 
their  business  methods,  selling  prices,  values,  credit  terms,  policies,  or 
services,  is  an  unfair  trade  practice. 

Rule  10.  Enticing  Away  Emplmjees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  prejudicing  com- 
petitors in  their  businesses  is  an  unfair  trade  practice. 

Rule  11.    Unfair  Threats  of  Infringement  Suits. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  elTeet  of  harass- 
ing or  intimidating  such  customei-s  or  prospective  customei-s,  or  of  un- 
duly hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 

Rule  12.   Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  giveii, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to  pur- 
chase products  manufactured  or  sold  by  such  industry  member  or  the 
maker  of  such  gift  or  offer,  or  to  influence  such  employers  or  principals 
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to  refrain  from  dealing  in  the  products  of  competitors  or  from  dealing 
or  contracting  to  deal  with  competitors. 

Rule  13.    Procurement  of  Competitors'  Confidential  Information  by 
Unfair  Means  and  Wrong  fid  Use  Thereof, 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
obtain  information  concerning  the  business  of  a  competitor  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  authority, 
or  by  any  other  unfair  means,  and  to  use  the  information  so  obtained  in 
such  a  manner  as  to  injure  such  competitor  in  his  business  or  to  sup- 
press competition  or  unreasonably  restrain  trade. 
Rule  14.  Imitation  or  Simulation  of  Trade-Marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  15.    Combination  or  Coercion  to  Fix  Prices,  Suppress  Competi- 
tion, or  Restrain  Trade. 
It  is  an  unfair  trade  practice  for  a  member  of  the  industry  or  any 
person,  firm,  partnership,  corporation,  or  association — 

(a)  to  use,  directly  or  indirectly,  any  form  of  threat,  intimida- 
tion, or  coercion  against  any  member  of  the  industry  to  unlaw- 
fully fix,  maintain,  or,  enhance  prices,  suppress  competition,  or 
restrain  trade;  or 

(6)  to  enter  into  or  take  part  in,  directly  or  indirectly,  any 
agreement,  understanding,  combination,  conspiracy,  or  concert  of 
action  with  one  or  more  membei-s  of  the  industry,  or  with  one  or 
more  persons,  firms,  partnerships,  corporations,  or  associations,  to 
fix,  maintain,  or  enhance  prices,  suppress  competition,  or  restrain 
trade. 

Rule  16. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,' 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,^  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 

^  See  footnote,  p.  460. 
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knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided^  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  jrood 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances^  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
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tomers  competing  in  the  distribution  of  such  products  or  commodities. 

{d)  Prohibited  Discriminatory  Services  or  Facilities. — ^It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,*  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  16. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries^ 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit. — The  foregoing  provisions  of  this  Rule  16  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  16  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

**Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15, 
Sec.  13c.) 

Rule  17.  False  Invoicing. 

Withholding  from  or  inserting  in  invoices  any  statement  or  informa- 
tion by  reason  of  which  omission  or  insertion  a  false  record  is  made, 
wholly  or  in  part,  of  the  transactions  represented  on  the  face  of  such 
invoices,  with  the  effect  of  thereby  misleading  or  deceiving  the  pur- 
chasing or  consuming  public,  is  an  unfair  trade  practice. 

Rule  18.   Aiding  or  Abetting  Use  of  Unfair  Trade  Practices, 

It  is  an  unfair  trade  practice  for  any  pei-son,  firm,  or  corporation  to 
aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

^  See  footnote,  p.  460. 
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Rule  A.   Repudiation  or  Cancellation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  or  cancellation  of  contracts  by 
sellers  on  a  rising  market  or  by  buyers  on  a  declining  market  is  eon- 
demned  by  the  industry. 

Rule  B.  Cost  Records. 

It  is  the  judgment  of  the  industry  that  each  member  should  independ- 
ently keep  proper  and  accurate  records  for  determining  his  costs. 

Promulgated  by  the  Federal  Trade  Commission  April  5,  1940. 


I 


•  See  page  VIII  for  headnote  applicable  to  Group  II  Rules. 
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TRADE  PRACTICE  RULES 
FOR  THE 

UNIFORM  INDUSTRY 
PROMULGATED  MAY  18,  1940 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rulgs  for  the  Uniform  Industry,  as  hereinafter  set 
forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

The  rules  relate  to  the  sale  and  distribution,  by  manufacturers,  job- 
bers, distributors,  dealers,  or  other  marketers,  of  the  numerous  kinds 
of  uniform  apparel,  which  includes  such  wearing  apparel  as  blouses, 
breeches,  capes,  coats,  jackets,  mackinaws,  overcoats,  reefers,  shirts, 
trousers,  vests,  etc.,  worn  as  distinctive  uniform  or  regulation  dress, 
male  or  female,  in  official,  public,  private,  fraternal,  or  social  activity, 
or  in  any  other  types  of  service  or  organizational  activity  in  which 
uniform  or  regulation  dress  is  used.  As  promulgated,  the  rules  are 
directed  to  the  elimination  and  prevention  of  unfair  methods  of  com 
petition  and  various  other  unfair  trade  practices,  and  are  issued  in  the 
interest  of  protecting  industry,  trade,  and  the  public  from  the  harmful 
effects  of  such  unfair  methods  or  practices. 

According  to  information  reported  to  the  Commission,  the  manu- 
facturers' aggregate  volume  of  business,  annually,  is  estimated  at 
approximately  $23,000,000.  x 

This  proceeding  was  instituted  upon  application  of  members  of  the 
industry  for  the  establishment  of  trade  practice  rules  in  revised  form 
to  take  the  place  of  the  Uniform  Industiy  rules  published  in  1934.  In 
the  course  of  the  proceeding  a  draft  of  revised  rules  as  proposed  for 
the  industry  was  made  available  upon  public  notice  issued  by  the  Com- 
mission to  all  interested  or  affected  parties,  whereby  they  were  afforded 
opportunity  to  present  their  views,  including  such  pertinent  informa- 
tion, suggestions,  or  objections  as  they  desired  to  submit,  and  to  be 
heard  in  the  premises.  Accordingly,  public  hearing  pursuant  to  such 
notice  was  held  in  Washington,  D.  C,  on  ]March  28, 1940,  and  all  matters 
submitted  in  the  proceeding  were  duly  received  and  considered.  There- 
after, and  upon  consideration  of  the  entire  matter,  final  action  was 
taken  by  the  Commission  whereby  it  approved  and  received,  respectively, 
the  rules  appearing  herein  under  Group  I  and  Group  II. 

The  rules  as  herein  promulgated  supersede  and  replace  the  fomer 
rules  which  were  issued  for  this  industry  on  March  15.  1934,  which 
former  rules  have  now  become  void. 
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GROUP  I* 

Rule  1.  Misrepresentation  of  Industry  Products, 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be  made 
or  published,  directly  or  indirectly,  any  false,  misleading,  or  deceptive 
statement  or  representation,  by  way  of  advertisement  or  otherwise, 
concerning  the  grade,  quality,  quantity,  use,  size,  material,  content, 
origin,  shrinkage  properties,  colorfastness,  washability,  design,  tailor- 
ing, production,  manufacture,  or  distribution  of  any  product  of  the 
industry  or  concerning  any  component  of  such  product,  or  in  any  other 
material  respect. 

(NOTE. — Disclosure  of  material  content  shall  be  made  in  accordance  with 
the  requirements  of  the  applicable  fiber  identification  rules  of  the  Conh 
mission. ) 

Rule  2.  Misbranding, 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry with  respect  to  the  grade,  quality,  quantity,  use,  size,  material, 
content,  origin,  shrinkage  properties,  colorfastness,  washability,  design, 
tailoring,  production,  manufacture,  or  distribution  of  such  products,  or 
concerning  any  component  thereof,  or  in  any  other  material  respect, 
is  an  unfair  trade  practice. 

(NOTE. — Disclosure  of  material  content  shall  be  made  in  accordance  with 
the  requirements  of  the  applicable  fiber  Identification  rules  of  the  Com- 
mission. ) 

Rule  3.  Misrepresentation  as  to  Character  of  Business. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation  to 
hold  himself  or  itself  out  as  a  uniform  tailor,  uniform  manufacturer,  or 
uniform  wholesaler,  when  such  is  not  the  fact,  or  in  any  other  manner 
to  misrepresent  the  character,  extent,  or  type  of  his  or  its  business. 

Rule  4.  Misrepresenting   Uniforms  as  '* Custom  Made/*  **Made   to 
Order/'  Etc. 

The  sale  or  offering  for  sale,  through  advertising  or  otherwise,  of 
uniforms  as  custom  made,  made  to  order,  or  by  other  representations 
implying  or  importing  that  a  garment  is  to  be  or  has  been  manufactured 
according  to  the  measurements  of  an  individual  submitted  with  the 
order,  when  such  is  not  the  fact,  is  an  unfair  trade  practice. 

Rule  5.  Deceptive  Numbering. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  dis- 
guise, by  any  special  number,  any  standard  or  special  fabric  known 
to  the  trade  by  a  given  number,  in  such  manner  or  under  such  cut- 
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cumstances  as  to  have  the  capacity  and  tendency  or  effect  of  mislead- 
ing or  deceiving  the  purchasing  or  consuming  public  into  the  erroneous 
belief  that  a  superior  fabric  is  being  offered  for  sale  when  such  is  not 
the  fact,  or  of  deceiving  the  purchasing  or  consuming  public  in  any 
other  respect. 

Rule  6.  Deception  as  to  Used  Garments. 

(a)  It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
sell,  offer  for  sale,  advertise,  or  otherwise  represent  any  uniform,  or  any 
part  thereof,  as  being  new  when  such  is  not  true  in  fact. 

(b)  In  the  marketing  of  used  or  secondhand  uniforms  or  uniforms 
containing  used  or  secondhand  parts,  it  is  an  unfair  trade  practice  to 
fail  or  refuse  to  make  full  and  nondeceptive  disclosure,  by  tag  or 
label  attached  to  the  product,  of  the  fact  that  such  uniforms  or  parts 
thereof  are  not  new  but  are  used  or  secondhand,  as  the  case  may  be, 
such  failure  or  refusal  to  make  disclosure  having  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or  con- 
suming public. 

Rule  7.  Deceptive  Use  of  Competitor's  Plates,  Cuts,  or  Illustrations. 

It  is  an  unfair  trade  practice,  in  the  sale  and  distribution  of  in- 
dustry products,  to  adopt  for  one^s  own  use,  by  photostatic,  photo- 
graphic, or  other  means  of  reproduction,  the  exclusively  owned  plates, 
cuts,  or  illustrations  of  a  competitor  contained  in  such  competitor's 
catalogs,  sales  publications,  measure  books,  folders,  or  blanks,  with 
the  capacity  and  tendency  or  effect  of  thereby  misleading  or  deceiving 
the  purchasing  or  consuming  public  into  the  erroneous  belief  that  the 
products  so  sold  and  distributed  are  products  of  such  competitor. 
Rule  8.   Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  9.  Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is 
consummated,  or  to  representations  made  prior  to  securing  the  order 
without  the  consent  of  the  purchaser  to  such  substitutions,  or  with  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  pur- 
chasing  or  consuming  public,  is  an  unfair  trade  practice. 

Rule  10.  Fictitious  Prices, 

Offering  merchandise  for  sale  at  prices  purported  to  be  reduced 
from  what  are  in  fact  fictitious  prices,  or  offering  merchandise  for 
sale  at  a  purported  reduction  in  price  when  sucli  purported  reduction 
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is  in  fact  fictitious,  or  is  otherwise  misleading  or  deceptive,  is  an  unfair 
trade  practice. 

Rule  11.    Defamation    of   Competitors    or   Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perfonn  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
the  grade,  quality,  or  manufacture  of  the  products  of  competitors,  or 
of  their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  is  an  unfair  trade  practice. 

Rule  12.  Enticing  Away  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  prejudicing  com- 
petitors in  their  businesses  is  an  unfair  trade  practice. 
Rule  13.    Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers,  or  to  agents,  emplo3'ees,  or  rep- 
resentatives of  competitors'  customers  or  prospective  customers,  with- 
out the  knowledge  of  their  employers  or  principals,  as  an  inducement 
to  influence  their  emploj^ers  or  principals  to  pureha.se  or  contract  to 
purchase  products  manufactured  or  sold  by  such  industry  member  or 
the  maker  of  such  gift  or  offer,  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 
Rule  14.  Procurement  of  Competitors'  Confidential  Information  by 
Vnfair  Means  and  Wrongful  Use  Thereof. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
obtain  information  concerning  the  business  of  a  competitor  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  authority, 
or  by  any  otlier  nniair  means,  and  to  use  the  information  so  obtained 
in  such  a  manner  as  to  injure  said  competitor  in  his  business  or  to 
suppress  eoinpetition  or  unreasonably  restrain  trade. 
Rule  15.  Induring  Hrcuvh  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  obstruct- 
ing the  performance  of  any  such  contractual  duties  or  services  by  any 
such  means,  with  the  purpose  and  effect  of  unduly  hampering,  injuring, 
or  prejndicinji  rrm;  ctitors  in  tlieir  businesses,  is  an  unfair  trade 
practice. 
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Rule  16.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost  with 
the  intent  and  with  the  effect  of  injuring  a  competitor  and  where  the 
effect  may  be  substantially  to  lessen  competition  or  tend  to  create  a 
monopoly  or  unreasonably  restrain  trade  is  an  unfair  trade  practice; 
all  elements  recognized  by  good  accounting  practice  as  proper  elements 
of  such  cost  shall  be  included  in  determining  cost  under  this  rule.  The 
costs,  however,  which  are  referred  to  in  the  rule,  are  actual  costs  of  the 
respective  seller  and  not  some  other  figure  or  average  costs  in  the 
industry  determined  by  an  industry  cost  survey  or  otherwise. 
Rule  17.  Unfair  Bidding  Methods. 

It  is  an  unfair  trade  practice  for  a  uniform  manufacturer  to  induce 
a  contractee  or  purchaser  to  use  and  apply  in  specifications  a  number  to 
denote  a  style  of  fabric  upon  which  bidding  is  to  be  let  publicly,  which 
number  is  not  generally  used  and  known  to  other  members  of  the 
industry  to  denote  a  known  fabric,  or  to  withhold  other  information 
necessary  to  enable  competitors  to  intelligently  bid  on  the  contract, 
where  the  effect  may  be  to  substantially  lessen  competition  or  tend  to 
create  a  monopoly  or  unreasonably  restrain  trade. 
Rule  18. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,*  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,' 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,*  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 

>  See  footnote,  p.  460. 
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gaged  in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 
(6)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  Jo  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  ajrainst  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 


TRADE  PRACTICE  RULES 


271 


1  See  footnote,  p.  460. 


commerce,*  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  18. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit.— -The  foregoing  provisions  of  this  Rule  18  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  18  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

**Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15 
Sec.  13c.) 

Rule  19.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

GROUP  n* 

Rule  A. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by 
the  industry. 

Rule  B. 

The  industry  condemns  fake  or  fictitious  bids  made  for  the  purpose 
of  deceiving  competitors  and  securing  undue  advantage.  If  plans  and 
specifications  are  changed  and  new  bids  called  for  after  the  original 
bids  have  been  submitted  and  opened,  the  same  fairness  should  obtain 
as  with  the  original  bid. 

Rule  C. 

Where  the  buyer  furnishes  to  one  bidder,  directly  or  indirectly 
pertinent  information  concerning  the  bidding,  or  an  interpretation 
of  some  feature  of  the  specifications,  giving  this  bidder  an  undue 


*■  See  footnote,  p.  460. 
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advantage  over  his  competitors  who  have  not  received  the  same  informa- 
tion,  the  industry  recommends  that  such  information  or  interpretation 
be  made  available  to  all  other  bidders  by  the  buyer  or  his  representative. 
Rule  D. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good  will, 
and  every  effort  should  be  made  by  the  disputants  themselves  to  com- 
pose their  differences.  If  unable  to  do  so  they  should,  if  possible, 
submit  these  disputes  to  arbitration. 

Promulgated  by  the  Federal  Trade  Commission  May  18,  1940. 
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FOR  THE 

RIPE  OLIVE  INDUSTRY 
PROMULGATED  JUNE  14,  1940 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Ripe  Olive  Industry,  as  hereinafter  set 
forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

The  rules  relate  to  the  sale  and  distribution  in  commerce  of  ripe 
olives  by  the  packers  thereof,  and  by  jobbers,  distributors,  importers, 
or  other  marketei-s.  As  promulgated,  the  rules  are  directed  to  the 
elimination  and  prevention  of  misrepresentation,  deceptive  conceal- 
ment, and  various  other  unfair  trade  practices,  and  are  issued  in  the 
interest  of  protecting  industry,  trade,  and  the  public  from  the  harmful 
effects  of  such  unfair  methods  or  practices. 

Ripe  olives  are  produced  extensively  in  the  State  of  California  and 
contiguous  area.  According  to  information  furnished  the  Commission 
the  industry's  pack  of  the  ripe  fruit,  exclusive  of  chopped  olives,  ap- 
proximated 750,000  cases  for  the  season  1937-1938. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  of  the  industry.  In  the  course  thereof 
«  general  trade  practice  conference,  under  the  auspices  of  the  Com- 
mission, was  held  in  San  Francisco,  California.  Subsequently,  a  draft 
of  proposed  rules  for  the  industry  was  made  available  upon  public 
notice  i.ssiied  by  the  Commission  to  all  interested  or  affected  parties 
whereby  they  were  afforded  opportunity  to  present  their  views  to  the 
Commission,  including  such  pertinent  information,  suggestions  or  ob- 
jections as  they  desired  to  submit,  and  to  be  heard  in  the  premises 
Accordingly,  public  hearing  i)ursuant  to  such  notice  was  held  in 
Washington.  D.  C,  on  January  30,  1940,  and  all  matters  there  i)re- 
sented,  or  otherwise  submitted,  were  duly  received  and  considered. 

Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken   by   the   Commission   whereby   it   approved   and   received 
respectively,  the  rules  appearing  under  Group  I  and  Group  II. 

These  rules  do  not  in  any  respect  supplant,  or  relieve  anvone  of  the 
necessity  of  complying' with,  the  requirements  of  the  pure  food  laws 
or  other  applicable  provisions  of  law.  They  are  established  under 
statutes  administered  by  the  Federal  Trade  Commission  for  the  pur- 
pose of  m.>re  effectively  stamping  out  unfair  trade  i)ractices  in  the 
interest  of  the  public,  and  to  assist  in  general  law  enforcement  to  this 
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end.  They  are  not  to  be  used,  directly  or  indirectly,  as  part  of  or  in 
connection  with  any  combination  or  agreement  to  fix  prices,  or  for  the 
suppression  of  competition,  or  otherwise  to  unreasonably  restrain  trade. 

THE  RULES 

GROUP  I* 

Rule  1.  Definition. 

For  the  purpose  of  these  rules  and  in  their  application  the  following 
definition  shall  apply : 

Olives  Unfit  for  Canning  or  Packing, —Olives  shall  be  deemed 
unfit  for  canning  or  packing  which  are  unclean,  immature,  moldy, 
overripe,  infested  with  fungus,  rot,  or  other  defects,  or  which 
are  in  any  manner  unwholesome. 

Rule  2.  Olives  Unfit  for  Canning  or  Packing. 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise,  describe, 
or  otherwise  represent,  directly  or  indirectly,  olives  of  unfit  quality  for 
canning  or  packing  as  described  in  Rule  1,  Definition,  as  and  for  olives 
of  canning  or  packing  quality. 

Rule  3.  Misrepresentation  of  Industry  Products. 

The  practice  of  selling,  advertising,  describing,  or  otherwise  repre- 
senting, ripe  olives,  or  ripe  olive  products,  in  a  manner  which  is  cal- 
culated to  mislead  or  deceive,  or  has  the  capacity  and  tendency  or 
effect  of  misleading  or  deceiving,  the  purchasing  or  consuming  public 
with  respect  to  the  character,  nature,  content,  brand,  grade,  variety, 
quality,  quantity,  origin,  substance,  material,  size,  preparation,  pack- 
ing, distribution,  or  manufacture  of  such  products,  or  in  any  other 
material  respect,  is  an  unfair  trade  practice. 

Rule  4.     Deceptive  Depictions. 

It  is  an  unfair  trade  practice  to  use  in  relation  to  industry  products 
any  photograph,  cut,  engraving,  insignia,  vignette,  design,  illustration, 
or  pictorial  or  other  depiction  or  idevice  (in  catalogs,  sales  literature, 
advertisements,  or  other  representations)  which  has  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or  con- 
suming  public  respecting  the  character,  nature,  content,  brand, 
grade,  variety,  quality,  quantity,  origin,  substance,  material,  size, 
preparation,  packing,  distribution,  or  manufacture  of  any  such  prod- 
ucts of  the  industry ;  or  which  is  false,  misleading,  or  deceptive  in  any 
other  respect. 

Rule  5.  Deceptive  Concealment. 

In  the  interest  of  protecting  purchasers  and  preserviner  fair  competi- 
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tion  in  the  industry,  full  and  nondeceptive  disclosure  should  be  made 
by  members  of  the  industry  in  their  advertising,  sales  literature,  and 
other  selling  representations  of  the  quality,  quantity,  and  size  of  the 
olives  packed  in  cans  or  other  opaque  containers  and  offered  for  sale 
Concealment  of  such  information  or  the  nondisclosure  thereof,  where 
practiced  by  the  seller  with  the  capacity  and  tendency  or  effect  of 
thereby  misleading  or  deceiving  the  purchasing  or  consuming  pubUc 
IS  an  unfair  trade  practice. 

Rule  6.   Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  conform 
to  samples  submitted,  •  to  specifications  upon  which  the  sale  is  con- 
summated, or  to  representations  made  prior  to  securing  the  order 
without  the  consent  of  the  purchasers  to  such  substitutions,  or  with  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  purchas- 
ing or  consuming  public,  is  an  unfair  trade  practice. 

Rule  7.    Defamation    of    Competitors    or    Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able  conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
the  grade,  quality,  or  manufacture  of  the  products  of  competitors  or 
of  their  business  methods,  selling  prices,  values,  credit  terms,  policies 
or  services,  is  an  unfair  trade  practice.  ' 

Rule  8.  Commercial  Bribery. 

It  m  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
cus  omers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  products  manufactured  or  sold  by  such  industry  member 
or  the  maker  of  such  gift  or  offer,  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
trom  dealmg  or  contracting  to  deal  with  competitors. 
Rule  9.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con 
tracts  between  competitors  and  their  customers  or  their  suppliei-s  bv 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  ob- 
structmg  the  performance  of  any  such  contractual  duties  or  services  bv 
any  such  means,  with  the  purpose  and  effect  of  unduly  hampering 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 
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Rule  10.   Entichig  Away  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors  with  the  pur- 
pose and  effect  of  unduly  hampering,  injuring,  or  prejudicing  com- 
petitors in  their  businesses  is  an  unfair  trade  practice. 
Rule  11. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,'  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,' 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,'  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce'  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohihited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,'  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
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any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
m  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive  or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  m  behalf,  or  is  subject  to  the  direct  or  indirect  control 

~  ""  r  "^  "^  """"^  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances.  Etc -It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce'  o  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motiona  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 

sdd   or  o?prTf      't  I'  '"^  ^'^^"^'^  ''  commodities  manufactured, 

Station  r^^     l\T  '  "^^  '"'^  '^''^''''^  ""^^^^  ^"^^  P^^^^-*  or  con- 
sideration IS  available  on  proportionally  equal  terms  to  all  other  cus- 

TrrS"!  n"''^-  ''^^"'"*^^^  ^^  «"^^  P-^-^«  -  ---o^itTel 
(rf)  Pwhibited  Discriminatory  Services  or  Facilities. -It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce' to  discriminate  in  favor  of  one  purchaser  against  another  pu" 

fnTtoTf  flT'^'r  '^  '"™^'  ^^  ^"™^^-^'  -  ^y  -ntribut 
ing  to  the  furnishing  of,  any  services  or  facilities  connected  with  the 

processing,  handling,  sale,  or  offering  for  sale  of  such  commX  so 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price  -1%  is 

coml       .      ':.'"''"^  '''  ^"^  "^^"^^^^  ''  ^^^  -dustry  engageJiu 
commerce,    in  the  course  of  such  commerce,  knowingly  to  inSe  or 

rs.*J;;rsn;"  -*  -" "  -'"'■«"'•>'  '^ "» '»""*" 

(/)  PurcUses  by  Schools,  College,.  Universities,  Public  Libraries 

^t  •  TJ^      foregoing  provisions  of  this  Rule  11  relate  to  nractiee. 
wuhjn  the  purview  of  the  Robinson-Patman  Antidiser  minatL  let 
which  Act  and  the  application  thereunder  of  this  Rule  11  are  ".btm 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26     M8 
and  reads  as  follows :  ^  ^^'  ^^^°' 

,."t^*"  fT^^^  ^^'  ^''^  ^*"«f«  """J  House  of  Representatives  of 
the  United^tates  of  America  in  Congress  assemble^  Tha^lothin, 
_jnjhe   Act   approved   June   19,    1936    (Public,    Xumbel.l   692 

»  See  footnote,  p.  460. 
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Seventy-fourth  Congress,  second  session),  kuowu  as  the  Kobinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15, 
Sec.  13c.) 

Rule  12.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use 
or  promote  the  use  of  any  unfair  tra<le  practice  specified  in  these  rules. 

GROUP  IP 

RuuE  A.  Repudiation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by 
the  industry. 

Rule  B.  Fake  or  Fictitious  Bids. 

The  industry  condemns  fake  or  fictitious  bids  made  for  the  purpose 
of  deceiving  competitors  and  securing  undue  advantage.  If  plans  and 
specifications  are  changed  and  new  bids  called  for  after  the  original 
bids  have  been  submitted  and  opened,  the  same  fairness  should  obtain 
as  with  the  original  bids. 

Promulgated  by  the  Federal  Trade  Commission  June  14,  1940. 


•  See  pace  VIII  for  headnoU  applicable  to  Group  II  Role*. 
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TRADE  PRACTICE  RULES 
FOR  THE 

RESISTANCE  WELDER  MANUFACTURING  INDUSTRY 

PROMULGATED  AUGUST  16,  1940 


STATEMENT  BY  THE  COMMISSIOX 

Trade  practice  rules  for  the  Resistance  Welder  Manufacturing  In- 
dustry, as  hereinafter  set  forth,  are  promulgated  by  the  Federal  Trade 
Commission  under  its  trade  practice  conference  procedure. 

The  rules  are  directed  to  the  prevention  of  various  unfair  competi- 
tive methods  or  practices  and  the  protection  of  industry,  trade,  and 
the  public  from  their  harmful  effects.  The  provisions  of  the  rules  as 
promulgated  apply  to  the  sale  and  distribution,  by  manufacturers, 
distributors,  or  others,  of  resistance  welding  machines  and  of  parts 
and  equipment  therefor.  Such  machines  are  used  to  weld  metal  parts 
by  means  of  resistance  effected  through  the  application  of  high-powered 
electric  current.  This  type  of  welding  is  extensively  employed  in  steel 
mills,  in  the  manufacture  of  automobiles  and  railway  cars,  and  in  the 
fabrication  of  metal  products  generally.  According  to  information  fur- 
nished the  Commission,  the  sales  volume  of  such  machines  and  related 
parts  or  equipment  is  approximately  $6,000,000,  annually. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  of  the  industry.  In  the  coui-se  thereof  a 
trade  practice  conference,  under  the  auspices  of  the  Commission,  was 
Iield  in  Chicago,  Illinois.  Subsequently,  a  draft  of  proposed  rules  for 
the  industry  was  made  available,  upon  public  notice  issued  by  the  Com- 
mission, to  all  interested  or  affected  parties,  whereby  they  were  afforded 
opportunity  to  present  their  views  to  the  Commission,  including  such 
pertinent  information,  suggestions,  or  objections  as  they  desired  to 
submit,  and  to  be  heard  in  the  premises.  Accordingly,  public  hearing 
pursuant  to  such  notice  was  held  in  Washington,  D.  C,  on  July  12, 
1940.  Thereafter,  and  upon  consideration  of  the  entire  matter,  final 
action  was  taken  by  the  Commission  whereby  it  approved  and  received, 
respectively,  the  rules  appearing  herein  under  Group  I  and  Group  IL 

THE  RULES 
GROUP  I* 

Rule  1.  Misrepresentation  of  Industry  Products. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be  made 
or  published,  directly  or  indirectly,  any  false,  misleading,  or  deceptive 

•  See  page  VHI  for  headnote  applicable  to  Group  I  Rules 
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once^l  tl,  '"P^^*'"*';*""''  »'y  ^^y  °f  advertisement  or  othenvise. 
concenung  the  size,  style,  strength  of  union  effected,  eircuit  require- 
ments,  performance,  equipment,  character,  durability,  finish,  material 
ongm  construction,  manufacture,  or  distribution  of  any  products  of 
the  industry  or  concerning  any  component  of  such  products,  or  in  any 
other  material  respect.  ' 

Rule  2.  Misbranding. 

n.V^*"  ^i?-^"'""  *'*•*'  P'"'""'  *°  ^''^^'y  <"•  deceptively  mark,  brand 

word,  phrase,  name,  mark,  label,  picture,  design,  device  or  other  in 
resentation  with  respect  to  the  size,  style,  sti^ngth  of  Jon  effecS' 
circmt  requirement.,  performance,  equipment,  character,  duraS  y 
finish,  material,  origin,  construction,  manufacture,  or  distrSon  5 
any  such  products  of  the  industiy,  or  concerning  any  componTn"  of 
such  products,  or  in  any  other  material  respect.  '=°"'P<»°«''*  «>' 

Rule  3.  False  Invoicing. 

It  is  an  unfair  trade  practice  to  withhold  from  or  insert  in  invoices 
any  statements  or  information  by  reason  of  which  omiss  o"  orilSn 

on  £  flee  of"  ""I    '  "'""^  "  "  '"''  "'  ''''  ''■^'^''''''^  -P^»  ^ 
on  the  face  of  such  invoices,  with  the  effect  of  thereby  misleading  or 

deceiving  purcha.sers  or  prospective  purchasers.  °»>«'e'»«'>ng  or 

Rule  4.  Deception  as  to  Rebuilt  or  Secondhand  Products 

(6)  In  the  marketing  of  rebuilt  or  secondhand  welding  machines 
welding  machine  parts,  or  welding  machines  containing  rStr; 
secondhand  parts,  it  is  an  unfair  trade  practice  to  faU  or  refusl  Z 

r^du  t  of  H  "rf  7*'-  '^-lo-^-  by  tag  or  label  attach  5  Tth 
product,  of  the  fact  that  such  welding  machines  or  parts  are  not  new 

or  refusal  to  disclose  having  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  purchasers  or  prospective  purchaser 

Rule  5.  Misrepresentation  as  to  Character  of  Business. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  represent,  directly  or  indirectly,  that  he  or  it  is  a  weliTgTacS 
manufacturer  or  that  he  or  it  owns  or  controls  a  facto^^  ~d 
m  the  manufacture  of  welding  machines,  when  such  is  not  the  fact 

^f  his '"^"*J'' """"""■  '"  '"■''•^P^^^nt  th«  character,  extent,  or  type' 
of  his  or  its  business.  ^^ 
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Rule  6.  Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  purchasers  or  prospective  purchasers,  is  an 
unfair  trade  practice. 

Rule  7.  Inducing  Breach  of  Contract. 

It  is  an  unfair  trade  practice  to  induce  or  attempt  to  induce  the 
breach  of  existing  lawful  contracts  between  competitors  and  their 
customers,  or  their  suppliers,  by  any  false  or  deceptive  means  what- 
soever, or  to  interfere  with  or  obstruct  the  performance  of  any  such 
contractual  duties  or  services  by  any  such  means,  with  the  purpose  and 
effect  of  unduly  hampering,  injuring,  or  prejudicing  competitors  in 
their  businesses. 

Rule  8.  Suhstitutian  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is  con- 
summated, or  to  representations  made  prior  to  securing  the  order,  with- 
out the  consent  of  the  purchasers  to  such  substitutions,  or  with  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  purchasers 
or  prospective  purchasers,  is  an  unfair  trade  practice. 

Rule  9.    Defamation    of    Competitors    or    Disparagement    of    Their 
Products, 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
competitors'  products  in  any  respect,  or  of  their  business  methods, 
selling  prices,  values,  credit  terms,  policies,  or  services,  is  an  unfair 
trade  practice. 

Rule  10.  Procurement  of  Competitors'  Confidential  Information  by 
Unfair  Means  and  Wrongful  Use  Thereof. 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
obtain  information  concerning  the  business  of  a  competitor  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  authority, 
or  by  any  other  unfair  means,  and  to  use  the  information  so  obtained 
in  such  manner  as  to  injure  said  competitor  in  his  business  or  to 
suppress  competition  or  unreasonably  restrain  trade. 
Rule  11.  CommerciaJ  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  criven 
money  or  anything  of  value  to  agents,  employees,  or  representative^ 
of  customers  or  prospective  customers,   or  to   agents,   emplovees,   or 
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representetives  of  competitors'  castomen,  or  prospective  customen,. 
without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment  to  influence  their  employers  or  principals  to  purchase  or  contract 
to  purchase  products  manufactured  or  sold  by  such  industry  member 
or  the  maker  of  such  gift  or  offer,  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 
Rule  12.  Enticing  Away  Employees  of  Competitors 

It  IS  an  unfair  trade  practice  to  wilfully  entice  away  the  employees 
of  competitors  with  the  purpose  and  effect  of  unduly  hampering  in- 
juring,  or  prejudicing  competitors  in  their  businesses. 
Rule  13.  Consignment  Distribution. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
employ  the  practice  of  shipping  industry  products  on  consignment  or 
pretended  consignment  for  the  purpose  and  with  the  effect  of  arti- 
flcia^ly  cloggmg  or  closing  trade  outlets  and  unduly  restricting  com- 
petitors use  of  said  trade  outlets  in  getting  their  products  to  consumers 
through  regular  channels  of  distribution,  thereby  injuring,  destroj-ing. 
or  preventing  competition  or  tending  to  create  a  monopoly  or  to  un- 
reasonably  restrain  trade.  Nothing  in  this  rule  shall  be  construed  as 
restricting  or  preventing  consignment  shipping  or  marketing  of  in- 
dustry products  in  good  faith  where  suppression  of  competition,  re- 
straint of  trade,  or  undue  interference  with  competitors'  use  of  the 
usual  channels  of  distribution,  is  not  effected. 
Rule  14. 

(a)  Prohibited  Discriminatory  Prices,  or  Relates,  Refunds,   Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  DUcrimination.- 
It  IS  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,!  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
gr  other  form  of  price  differential,  where  such  rebate,  refund,  discount 
credit   or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce  ' 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  Une  of  commerce,'  or  to  injure 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowmgly  receives  the  benefit  of  such  discrimination,  or  with  customers 
ot  either  of  them :  Provided,  however— 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

^^\  ^'•"*  nothing  herein  contained  shall  prevent  differentials 

^  See  footnote,  p.  460. 
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which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (&)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(h)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotion^  AllowanceSy  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  pajinent  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

{d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^ to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 


*  See  fo<^not«,  p.  460. 
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processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Pnce.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  14. 

(/)  Purchases  hy  Schools,  Colleges,  Universities,  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit.—The  foregoing  provisions  of  this  Rule  14  relate  to  practices 
withm  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  14  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

*'Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled,  That  nothing 
m  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit/'  (52  Stat.  446;  Snpp.  4  U.  S.  C  Title  15 
Sec.  13c.) 

Rule  15.  Aiding  or  Abetting  Vsc  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation  to 
aid.  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or  pro- 
mote the  use  of  any  unfair  trade  practice  specified  in  these  rules. 


GROUP  II* 

RuLK  A.   Repudiation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by  the 
industry. 

Promulgated  by  the  Federal  Trade  Commission  August  16,  1940. 


*■  See  footnote,  p.  460. 

♦  See  pHtre  VITI  for  headnot^  applicable  to  Group  II  Rul« 
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FOR  THE 

SUBSCRIPTION  AND  MAIL  ORDER  BOOK 
PUBLISHING  INDUSTRY 

PROMULGATED  SEPTEMBER  3,  1940 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Subscription  and  Mail  Order  Book 
Publishing  Industry,  as  hereinafter  set  forth,  are  promulgated  by  the 
Federal  Trade  Commission  under  its  trade  practice  conference  pro- 
cedure. 

The  members  of  this  industry  are  engaged  in  the  sale  and  distribution 
of  books  on  the  subscription  plan  through  agents,  solicitors,  canvassers, 
so-called  outside  salesmen,  or  others,  or  by  mail  order  or  other  direct 
selling  method.  The  rules  are  applicable  to  such  business  and  to  all 
persons  and  concerns  engaged  therein.  The  books  sold  by  the  members 
of  this  industry  are  of  various  types,  including  reference  and  other 
works  in  single  or  multiple  volumes.  The  purchasers  are  schools,  li- 
braries, and  other  institutions  and  organizations,  both  public  and 
private,  as  well  as  members  of  the  general  public.  According  to  statis- 
tical information  furnished  the  Commission,  the  total  sales  volume  of 
the  industry  is  estimated  to  be  between  $20,000,000  and  $25,000,000 
annually. 

The  rules  have  as  their  purpose  the  elimination  and  prevention  of 
misrepresentation  and  deception  and  other  unfair  trade  practices  or 
selling  methods.  They  are  established  in  the  interest  of  protecting  the 
purchasing  public  and  the  industry  and  promoting  observance  of  the 
requirements  of  laws  administered  by  the  Federal  Trade  Commission, 
without  affecting  or  prejudicing  the  rights  or  obligations  of  members 
of  the  industry  under  any  other  pro^dsions  of  law. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  of  the  industry.  In  the  course  thereof  a 
general  trade  practice  conference,  under  the  auspices  of  the  Commis- 
sion, was  held  in  New  York  City.  Subsequently,  a  draft  of  proposed 
rules  for  the  industry  was  made  available,  upon  public  notice  issued  by 
the  Commission,  whereby  all  interested  or  affected  parties  were  afforded 
opportunity  to  present  their  views  to  the  Commission,  including  such 
pertinent  information,  suggestions,  or  objections  as  they  desired  to  sub- 
mit, and  to  be  heard  in  the  premises.  Accordingly,  public  hearing  pur- 
suant to  such  notice  was  held  in  Washington,  D.  C,  on  August  2,  1940, 
and  all  matters  there  presented,  or  otiierwise  submitted,  were  duly 
received  and  considered. 
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Thereafter,  and  upon  consideration  of  the  entire  matter,  final  action 
was  taken  by  the  Commission  whereby  it  approved  the  rules  hereinafter 
appearing. 

Such  rules  supersede  and  replace  the  resolutions  relating  to  Sub- 
scription Book  Publishers  as  published  hv  the  Commission  on  July 
31,  1924. 

THE  RULES 

DEFINITION 

For  the  purposes  of  these  rules,  the  term  "book"  or  "books"  as  herein 
used  shall  be  construed  as  embracing  any  or  all  books,  supplements,  year- 
books, pamphlets,  loose-leaf  material,  and  other  printed  material,  sold, 
offered  for  sale,  or  distributed  by  members  of  the  Industry,  unless  the 
context  of  the  particular  rule  Indicates  or  implies  a  contrary  construction. 


GROUP  I* 

Rule  1.  Misrepresentation  of  Books  or  Services. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be  made 
or  published,  directly  or  indirectly,  any  false,  misleading,  or  deceptive 
statement  or  representation,  whether  in  the  form  of  advertisement, 
testimonial,  endorsement,  depiction,  illustration,  or  other  form  of  repre- 
sentation, however  disseminated  or  published,  concerning  the  grade, 
quality,  material,  size,  contents,  use,  value,  price,  origin,  preparation, 
manufacture,  or  date  of  publication  or  copyright  of  any  book,  or  the 
current  or  up-to-date  character  thereof,  or  concerning  the  grade,  quality, 
material,  substance,  size,  manufacture,  or  value  of  the  binding  thereof 
or  the  lettering  thereon,  or  concerning  any  service  offered  in  connection 
therewith,  or  in  any  other  material  respect. 

Rule  2.  Misrepresentation  of  Books  as  Being  Free. 

In  the  sale  or  offering  for  sale  of  books,  it  is  an  unfair  trade  practice 
to  represent,  through  advertising  or  otherwise,  that  such  books  are 
given  free  and  that  payments  required  in  connection  therewith  are  for 
supplements  thereto  or  for  extension,  revision,  continuation,  yearbook, 
or  other  similar  services,  or  for  services  to  be  rendered  by  a  research  or 
other  bureau,  when  such  is  not  the  fact;  or  that  a  certain  number  of 
books  have  been  reserved  to  be  given  away  free  of  cost  to  selected 
persons  as  a  means  of  advertising,  or  that  a  certain  number  of  persons 
in  a  community  have  been  designated  to  receive  a  book  or  books  or  any 
form  of  service  free  of  cost,  when  such  is  not  the  fact. 

Rule  3.  Use  of  Deceptive  Name  or  Title. 
In  the  sale  or  offering  for  sale  of  books,  it  is  an  unfair  trade  practice : 


•  See  paere  VIII  for  headnote  applicable  to  Group  I  Rule*. 
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(a)  To  pass  off  one  book  for  another  by  use  of  the  same  or  a 
deceptively  similar  name  or  title;  or 

(h)  To  use  a  name  or  title  different  from  that  under  which  such 
book  or  substantially  the  same  text  or  content  material  is  being 
or  has  previously  been  published  and  offered  for  sale  in  any  form, 
with  the  capacity  and  tendency  or  effect  of  misleading  or  deceiv- 
ing purchasers  or  prospective  purchasers  by  reason  of  the  use  of 
such  name  or  title  or  by  reason  of  the  failure  to  make  proper 
disclosure  of  such  other  name  or  title;  or 

(c)  To  represent,  in  advertising  or  otherwise,  by  the  use  of  an 
edition  title  such  as  ^'Teachers*  Edition,'*  **Doctors*  Edition,*' 
** Lawyers'  Edition,"  or  '* School  Edition,"  or  by  other  means, 
that  the  contents  of  a  book  or  edition  have  been  especially  adapted 
for  the  use  of  a  certain  profession  or  class  of  persons,  when  such  is 
not  the  fact;  or 

(d)  To  use  any  name  or  title  which  has  the  capacity  and  tend- 
ency or  effect  of  misleading  or  deceiving  purchasers  or  prospective 
purchasers  with  respect  to  the  purpose,  use,  contents,  or  scope  of 
such  book,  or  in  any  other  material  respect. 

Rule  4.   Deceptive  Use  of  Name,  Initials,  or  8ign<iture  in  Connection 
with  Articles  Brought  Forward  from  Earlier  Edition. 

In  respect  to  articles  or  textual  material  brought  forward  from  a 
former  edition,,  it  is  an  unfair  trade  practice : 

{a)  To  use  in  connection  therewith  any  name,  initials,  or  signa- 
ture in  such  a  manner  as  to  have  the  capacity  and  tendency  or  effect 
of  misleading  or  deceiving  purchasers  or  prospective  purchasers 
into  the  belief: 

(1)  That  the  name,  initials,  or  signature  so  used  is  that  of  the 
actual  author  of  the  article  or  textual  material,  when  such  is  not 
the  fact;  or 

(2)  That  the  article  or  material  is  new,  when  such  is  not  true 
in  fact;  or 

(3)  That  the  article  or  material  has  been  revised,  when  no 
substantial  revision  has  been  made;  or 

(4)  That  the  article  or  material  or  any  substantial  part  there- 
of has  not  previously  been  published  or  used  in  any  former 
editions,  or  otherwise,  when  such  is  not  true  in  fact ;  or 

(6)  To  mislead  or  deceive  in  any  other  respect. 

Rule  5.  Deceptive  Use  of  Copyright  Renewal  Date. 

It  is  an  unfair  trade  practice  to  set  forth  the  date  of  any  copyright 
renewal  in  such  manner,  whether  by  omission  of  other  copyright  dates 
or  otherwise,  as  to  have  the  capacity  and  tendency  or  effect  of  mis- 
leading or  deceiving  purchasers  or  prospective  purchasers  into  the 
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belief  that  such  renewal  date  is  the  date  of  original  copyright  or 
publication,  or  of  otherwise  misleading  or  deceiving  purchasers  or 
prospective  purchasers  with  respect  thereto. 

(NOTE.--Wheii  other  applicable  copyright  dates  are  properly  set  out  and 
no  deception,  direct  or  Indirect,  is  involved  in  the  omission  of  a  copy- 
right date  prior  to  1909,  such  copyright  date  prior  to  1909  need  not  be 
shown  under  this  rule.) 

Rule  6.  Misrepresentation  as  to  Editor,  Contributing  Editor,  Etc. 

It  is  an  unfair  trade  practice  to  represent,  by  means  of  any  listing, 
advertisement,  or  in  any  other  manner,  that  any  person  is  a  contributor 
to,  or  contributing  or  other  editor  of,  a  book,  when  such  is  not  true  in 
fact,  or  to  make  any  false,  misleading,  or  deceptive  representation  with 
respect  to  any  person  who  is,  or  is  represented  as  being,  a  contributor 
to,  or  contributing  or  other  editor  of,  a  book. 

Rule  7.  Deceptive  Testimonials.  * 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  use 
any  testimonial  or  purported  testimonial,  or  representation  with  respect 
thereto,  which  is  false,  misleading,  or  deceptive;  or  to  cause  any 
testimonial  or  part  thereof  to  be  used  in  such  manner  as  to  have  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  purohasers 
or  prospective  purchasers  into  the  belief ; 

(a)  That  the  testimonial  was  given  without  solicitation  or  pay- 
ment therefor,  when  such  is  not  the  fact;  or 

(6)  That  the  testimonial  was  given  by  a  school,  library,  or 
other  institution,  when  in  fact  such  testimonial  was  given  by  an 
individual  connected  therewith  but  acting  in  a  personal  capacity 
and  not  officially  on  behalf  of  such  school,  library,  or  other  insti- 
tution; or 

(c)  That  the  testimonial  is  a  bona  fide  and  genuine  testimonial 
given  by  a  person  whose  name  is  used  in  connection  therewith, 
when  the  testimonial  was  not  given  by  such  person,  or  when  the 
testimonial  was  not  given  with  respect  to  the  particular  book  or 
books  to  which  it  purports  to  relate,  or  when  the  testimonial  is 
otherwise  inapplicable  or  misleading  or  deceptive. 

In  order  to  avoid  deception  in  the  use  of  bona  fide  and  genuine 
testimonials,  the  complete  testimonial  should  be  given  wherever  prac- 
ticable, and  words,  phrases,  sentences,  or  other  parts  of  such  testimonial, 
shall  not  be  separated  from  their  context,  or  rearranged  or  otherwise 
used  in  such  manner  as  to  have  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  purchasers  or  prospective  purcha.sers  in  any 
respect, 

* 

Rule  8.    Disclosure  of  Sahne  and  Scope  of  Services  Offered. 
To  the  end  that  purchasers  and  prospective  purchasers  may  not  be 


misled  or  deceived  with  respect  to  any  research,  revision,  extension, 
continuation,  yearbook,  or  other  type  of  service  offered  by  a  member 
of  the  industry,  full  and  nondeceptive  disclosure  of  the  nature  and 
scope  of  the  particular  service  offered  should  be  made  in  all  contracts 
and  order  forms,  sales  literature,  advertising,  and  other  representations 
having  reference  to  such  service;  and  it  is  an  unfair  trade  practice 
to  conceal  such  information  or  to  fail  or  refuse  to  make  said  disclosure 
thereof,  such  concealment  or  nondisclosure  having  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  purchasers  or  prospective 
purchasers. 

Rule  9.  Misrepresentation  as  to  Research  Service. 

Where  a  research  service  or  a  service  for  the  answering  of  questions 
is  offered,  it  is  an  unfair  trade  practice  (a)  to  represent,  in  advertising 
or  otherwise,  that  the  service  offered  is  performed  by  an  organization 
which  is  in  fact  nonexistent,  or  that  such  organization  or  any  organiza- 
tion is  independent  of  the  industry  member  offering  the  service,  when 
such  is  not  the  fact,  or  to  use  the  names  of  well-known  authors,  editors, 
or  authorities  in  connection  with  such  service,  when  the  persons  named 
do  not  actually  perform  or  supervise  such  research  or  actually  answer 
or  supervise  the  answering  of  such  questions;  or  (6)  to  cause  any  other 
misrepresentations  to  be  made  regarding  any  such  service  offered. 

Rule  10.   Misrepresentation  as  to  Price  Reductions. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
represent,  in  advertising  or  otherwise,  that  the  price  of  any  book  or 
service  has  been  reduced  from  what  is  in  fact  a  fictitious  price,  or 
that  such  price  is  a  reduced  or  special  price  when  such  price  is  in  fact 
the  regular  selling  price  of  such  book  or  service,  or  that  the  regular 
price  thereof  is  higher  when  such  is  not  the  fact,  or  to  otherwise  falsely 
or  deceptively  represent  the  past,  current,  or  future  price  of  any  book 
or  service. 

Rule  11.  Misrepresentation  as  to  Nature  of  Business. 
It  is  an  unfair  trade  practice  for  a  member  of  the  industry : 

(a)  To  use,  or  to  cause  or  permit  to  be  used,  any  representation 
which  has  the  capacity  and  tendency  or  effect  of  misleading  or 
deceiving  purchasers  or  prospective  purchasers  into  the  belief : 

(1)  That  such  member  is  an  association  or  organization  of 
educators,  teachers,  engineers,  or  scientists,  or  of  persons  having 
other  professional  or  technical  training  or  other  qualifications, 
when  such  is  not  true  in  fact;  or 

(2)  That  the  business  of  such  member  is  other  than  a  private 
business  enterprise  operated  for  profit,  when  such  is  not  the 
fact;  or 
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(3)  That  such  member  is  a  book  publisher,  when  such  is  not 
the  fact ;  or 

(h)  To  misrepresent  in  any  manner  the  character,  extent,  or 
type  of  the  business  of  such  member. 

Rule  12.   Misrepresentation  as  to  Connectum  with  Educational  Instil 
tut  ton, 

m 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
represent,  through  advertising  or  otherwise,  that  it  or  its  afes  r7pre! 
sentatives  are  connected  in  any  manner  with  any  school,  college  Zl 
vemty,  or  other  educational  institution,  or  with  any  boarf  oM- 
mittce  thereof,  or  with  any  other  organization,  or  that  any  Took  Tr 
service  sold  or  offered  by  it  is  required,  endorsed,  or  approved  bTany 

Rule  13.  Misrepresentation  as  to  Societies,  Clubs,  or  Organizations 

It  IS  an  unfair  trade  practice  for  any  member  of  the  industry   in 

ellmg  or  promoting  the  sale  of  books  or  services,  to  offer  memSh  p 

m  fictitious  societies,  clubs,  or  other  organizations,  or  to  makj  anv 

represen  ations  or  claims  which  imply  the  existence  of  any  mS  S 

tous  society,  club,  or  organization;  or  to  misrepresent  the  value  facll 

club,  or  organization;  or  otherwise  to  make  any  misleading  or  decen' 
tive  representations  or  claims  as  to  any  society!  club,  or  organizSn 

Rule  14.  Misrepresentation  as  to  Earnings  of  Sales  Representatives 

„,iV'  "^^^^^  ^"""^^  P""*'*'"  for  any  member  of  the  industiy  to 
make  or  pub  ish,  or  cause  to  be  made  or  published,  directly  or  inSStl^ 
any  fal^,  misleading,  or  deceptive  statement  or  representation  i^  way 
comf  I'S"  ^f ''^"''-'  — -«  the  salary,  commi.ion.7n' 
IZ\T^^'  T  ^  ^'""  '•«"»'«'«"«°«  which  agents,  canvassers,  solici- 
tors,  or  other  *ales  representatives  receive  or  may  receive. 

Rule  15.  Securing  Sales  Representatives  by  Unfair  Means 

of  LTthe Tou'^h'  ''  ".*''  \''""'*'°"  "''  ''''  ^'^  o"-  <ii««bution 
of  LTariU  conditions  under  which  specified  amounts,  in  the  form 
of  salaries,  commissions,  or  other  form  of  payment  will  be  naidT 
agents,  canvassers,  solicitors,  or  other  representa^ves,  shTl  be  cl  ar  y 
and  nondeceptively  stated  in  all  advertisements  fo;  sales  repr^enta 

rXeit\r:nTt°h'r"^'%"'  '"^"^'""""  «~*^  ^^  ^»-"-^' 

avoiIr«.^  .  T.  **  misunderstanding  and  deception  may  be 
XmS.  ?„    ^  ?.'^'  """^  "  '^  "°  "°'«''-  *'«<'«  P"««ce  to  secure  or 

solicitor,  or  other  sales  representative  by  means  of  misleading  or  decep- 
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tive  representations  with  respect  to  amounts  guaranteed  or  offered  such 
representatives,  or  by  any  other  unfair  means. 

0 

Rule  16.  Promoting  or  Permitting  Use  of  Deceptive  Sales  Literature, 
Etc. 

The  members  of  the  industry  shall  use  due  diligence  to  prevent  the 
use,  by  their  salesmen,  agents,  representatives,  distributors,  dealers,  or 
other  sellers,  of  any  representations  or  other  acts  or  practices  which, 
directly  or  indirectly,  may  tend  to  mislead  or  deceive  purchasers  or 
prospective  purchasers.  Sales  literature,  advertisements,  contracts,  and 
other  documents  or  representations,  written  or  oral,  supplied  by  mem- 
bers of  the  industry  to  them  or  to  purchasers  or  prospective  purchaser^, 
shall  be  truthful  and  clearly  nondeceptive,  free  from  misleading  or 
false  implications  or  other  matter  which  may  tend  to  deceive  or  mis- 
lead. And  it  is  an  unfair  trade  practice  for  any  member  of  the  industry, 
directly  or  indirectly,  to  cause  to  be  used,  or  to  aid,  encourage,  or  abet 
a  salesman,  agent,  representative,  distributor,  dealer,  or  other  person 
in  the  use  of,  any  sales  literature,  advertisements,  contracts,  documents, 
or  written  or  oral  representations,  or  selling  methods,  which  are 
calculated  to  mislead  or  deceive,  or  which  have  the  capacity  and  tend- 
ency or  effect  of  misleading  or  deceiving,  purchasers  or  prospective  pur- 
chasers in  respect  of  any  book  or  service  offered  by  such  member  or  in 
any  other  material  respect. 

Rule  17.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers,  or 
between  a  competitior  and  his  agent  or  other  representative,  by  any 
false  or  deceptive  means  whatsoever,  or  interfering  with  or  obstructing 
the  performance  of  any  such  contractual  duties  or  services  by  any  such 
means,  with  the  purpose  and  effect  of  unduly  hampering,  injuring,  or 
prejudicing  competitors  in  their  businesses,  is  an  unfair  trade  practice. 
Rule  18.  Enticing  Away  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors  with  the  purpose 
and  effect  of  unduly  hampering,  injuring,  or  prejudicing  competitors 
in  their  businesses  is  an  unfair  trade  practice. 

Rule  19.    Defamation   of   Competitors   or   Disparagement    of   Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality,  material,  contents,  use,  value,  preparation,  or  manu- 
facture of  books  sold  or  offered  for  sale  by  competitors,  or  of  their  sell- 
ing methods,  prices,  credit  terms,  policies,  services,  or  values,  is  an 
unfair  trade  practice. 
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Rule  20.  Imitatum  of  Trade-marks  or  Trade  Namrs. 

.n!S!,  •r'**"°'t.**'v''""''''"^°  "^  *'"'  trade-marks  or  trade  names  of 
competuors,  with  the  capacity  and  tendency  or  effect  of  misleading 
or  deceiving  purchasers  or  prospective  purchasers,  is  an  unfair  trade 
practice. 

Rule  21. 

(a)  Commercial  Bribery.-It  is  an  unfair  trade  practice  for  any 
member  of  the  industr>^  directly  or  indirectly,  to  give,  or  offer  to  give 

or  ZIT  T  'T  '"  ^'  ^^^'°'  °^"^'^  ''  ^'^^^^^"^^  «^  ^^1««  to  emplovee^ 
or  agents  of  customers  or  prospective  customers,  without  the  knowledge 
of  their  employers  or  principals,  as  an  inducement  to  influence  or  cause 
their  employers  or  principals  to  purchase  or  contract  to  purchase  books 
or  services  of  such  industry  member,  or  to  refrain  from  purchasing 
books  or  services  from  competitors  of  such  member.  ^ 

(b)  Subsidizing  School  Officials  to  Influence  Purchase  of  Books  by 
Pu^lsor  Par.n..-Subsidizing  school  principals,  teachers  or  schcK>l 
officials,  or  making  payments  or  gifts  to  them,  directly  or  indirectly  to 
induce  or  cause  them  to  recommend,  influence,  or  promote  the  purchase 

dians  of  pupils,  is  an  unfair  trade  practice. 

Rule  22.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices 

JL^nlV'"^f"l"^^"  ^'"''^'^  ^"'  "°^  P^'^^^'  fi™'  ^r  corporation 
to  use  or  to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly 

o  use  or  promote  the  use  of  any  unfair  trade  practice  sp'lcified  in  th^ 

rules,  or  of  any  other  unfair  method  of  competition  or  unfair  Z 

deceptive  act  or  practice. 

Promulgated  by  the  Federal  Trade  Commission  September  3,  1940. 
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TRADE  PRACTICE  RULES 
FOR  THE 

LINEN  INDUSTRY 
PROMULGATED  FEBRUARY  1,  1941 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Linen  Industry,  as  hereinafter  set  forth, 
are  promulgated  by  the  Federal  Trade  Commission  under  its  trade 
practice  conference  procedure. 

The  general  purpose  of  the  rules  is  to  foster  and  promote  fair  com- 
petitive conditions  and  the  protection  of  industry,  trade,  and  the  pur- 
chasing public.  To  this  end  the  rules  provide  for  proper  identification 
and  disclosure  of  the  fiber  content  of  articles  or  merchandise  containing, 
or  purporting  to  contain,  linen  in  whole  or  in  part.  Provision  is  made 
for  proper  designations  and  descriptions  of  such  articles  or  merchandise 
in  order  that  the  buying  public  may  be  correctly  informed  as  to  their 
composition  and  that  misrepresentation  and  deceptive  concealment  may 
be  avoided.  Shrinkage  rules  respecting  linen  products,  and  provisions 
relating  to  other  unfair  practices,  are  also  included. 

Products  composed  of  or  containing  linen  are  of  large  variety  and 
wide  use.  They  constitute  a  major  group  of  the  products  of  the  textile 
industries.  The  combined  retail  sales  value  of  so-called  fancy  linens, 
handkerchiefs,  household  linens,  dress  linens,  and  other  linen  and  part- 
linen  products  generally,  is  reported  as  ajrgrejratinjr  around  $110- 
000,000  annually. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  from  the  industry.  In  the  course  thereof 
a  general  trade  practice  conference  was  held  in  New  Y'ork  City  under 
the  auspices  of  the  Commission,  at  which  conference  proposed  rules 
were  considered  and  were  thereupon  submitted  on  behalf  of  the  in- 
dustry to  the  Commission  for  its  consideration.  Following  preliminary 
study  and  necessary  revision,  a  complete  draft  of  the  proposefl  rules 
in  appropriate  form  was  made  available  to  all  interested  and  affected 
parties  upon  public  notice,  whereby  they  were  afforded  opportunity 
to  present  their  views  to  the  Commission,  including  such  pertinent 
information,  suggestions  or  objections  as  they  desired  to  submit,  and 
to  be  heard  in  the  premises.  Accordingly,  public  hearing  pursuant  to 
such  notice  was  held  in  Washington,  D.  C,  and  all  matters  there  pre- 
sented, or  otherwise  submitted,  were  duly  received  and  considered. 

Upon  consideration  of  the  entire  matter  final  action  has  been  taken 
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by  the  Commission,  whereby  it  has  approved  and  received,  respectively 
the  rules  hereinafter  appearing  in  Group  I  and  Group  II 

Such  adjustment  as  may  be  necessary  on  the  part  of  members  of  the 
mdustry  to  bring  their  labeling  practices  into  harmony  with  these 
1^?  tt  I  T^^  "'  promptly  as  possible  and  not  later  than  Mav  1. 
1341.  ihis  shall  not,  however,  be  construed  as  permitting  of  the 'use 
meanwhile  of  any  existing  or  other  labels,  marks  or  practices  which  are 
talse,  misleading  or  deceptive,  or  which  are  otherwise  .-ontraiy  to  law. 

THE  RULES 
GROUP  I* 

The  unfair  trade  practices  which  are  embraced  in  these  Group  I 
rules  are  considered  to  be  unfair  methods  of  competition,  unfair  or 
deceptive  acts  or  practices,  or  other  illegal  practices,  prohibited, 
within  the  purview  of  the  Federal  Government,  by  acts  of  Congress 
as  construed  in  the  decisions  of  the  Federal  Trade  Commission  or 
the  courts;  and  appropriate  proceedings  in  the  public  interest  wiU 
be  taken  by  the  Commission  to  prevent  the  use,  by  any  person, 
partnership,  corporation  or  other  organization,  of  such  unlawful 
practices  in  or  directly  affecting  interstate  commerce.    Such  pro- 
visions of  the  rules  express  requirements  which  are  applicable  to  all 
seUers,  whether  importers,  manufacturers,  converters,  distributors 
dealers  or  other  vendors.    Each  has  the  definite  responsibility  of 
seeing  to  it  that  the  merchandise  as  it  is  advertised  or  introduced 
by  him  into  the  channels  of  trade  or  commerce  is  properly  labeled 
and  represented  in  keeping  with  the  requirements  of  such  Group  I 

The  labeling  and  other  requirements  respecting  the  fiber,  yarn 
thread,  strands,  fabric,  or  garment  or  other  product  covered  by  the 
rules  apply  to  such  merchandise  in  whatever  form  it  mav  be  sold  or 
distributed. 

In  the  case  of  finished  garments  or  articles  manufactured  or  im- 
ported  for  distribution  through  the  channels  of  trade  to  the  nlti- 
mate  consuming  public  without  intermediate  processing,  it  is 
deemed  proper  practice  for  manufacturers  or  importers  thereof 
not  only  to  label  the  garment  or  article  with  proper  disclosure  of 
material  content  and  such  other  disclosure  as  is  required  by  these 
rules,  but  also  to  cause  the  labeling  (tagging  or  branding)  to  be 
done  m  such  manner  as  to  carry  through  the  ordinary  channels 
of  trade  to  the  ultimate  consumer  and  be  appropriate  in  the  sale  or 
resale  of  the  garment  or  article  to  the  consuming  pubUc,  thereby 
rendering  further  or  additional  labeling  as  to  material  content 
unnecessary  so  long  as  the  proper  label,  tag  or  brand  affixed  by  the  * 
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manufacturer  or  importer  remains  on  the  garment  or  article  and 
the  material  content  of  the  product  has  not  been  changed.  This  shall 
not,  however,  be  construed  as  relieving  dealers  or  other  vendors  of 
any  of  their  responsibility  under  the  rules  of  seeing  to  it  that  the 
garment  or  article  bears  a  proper  and  appropriate  label,  brand  or 
tag  disclosing  the  information  required  by  these  rules  to  be  dis- 
closed and  that  it  is  not  falsely  or  deceptively  labeled,  nor  otherwise 
marked,  advertised,  represented,  or  offered  for  sale  in  a  manner 
contrary  to  the  provisions  of  these  rules. 

Rule  1. 

(a)  Linen  {and  Flax)  Defined.--* 'hmen'*  is  the  generic  term  for 

textile  fiber  of  the  flax  plant  and  for  the  thread,  strands,  yarn  or  fabric 

produced  from  such  fiber.    For  the  purpose  of  these  rules,  the  term 

Imen*'  or  ** flax''  as  applied  to  textile  fiber  shall  mean  the  fiber  of  the 
flax  plant. 

(b)  Deceptive  Passing  Off  of  Linen  or  Flax.—It  is  an  unfair  trade 
practice  to  cause  any  linen  or  flax  fiber,  or  any  yarn,  thread,  strands, 
fabric,  garment  or  other  article  composed  of  linen  or  flax,  to  be  sold 
offered  for  sale,  distributed,  advertised,  described,  branded,  labeled 
or  otherwise  represented:  (1)  as  not  being  linen  or  flax;  or  (2)  as 
being  something  other  than  linen  or  flax;  or  (3)  without  disclosure 
of  the  fact  that  such  merchandise  is  linen  or  flax,  made  clearly  and 
unequivocally  in  the  invoices,  and  in  labels,  tags,  or  marks  attached 
to  the  merchandise,  and  in  whatever  advertising  matter,  sales  promo- 
tional descriptions  or  representations  thereof  may  be  used  however  dis- 
seminated or  published,  where  such  nondisclosure  has  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or  consum- 
ing public. 

(c)  Other  Misrepresentations.— It  is  an  unfair  trade  practice  to 
cause  any  fiber,  yam,  thread,  strands,  fabric,  garment  or  other  article 
containing,  or  purporting  to  contain,  linen  or  flax,  in  whole  or  in  part 
to  be  offered  for  sale,  sold  or  distributed  under  any  conditions  of  decep- 
tive concealment  of  the  fiber  content  or  under  any  other  deceptive  or 
misleading  conditions  or  representations  whatever.  {See  Rule  8  respect- 
tng  passing  off  of  non-linen  fiber  or  products  as  and  for  linen.) 
Rule  2.  Pure  Linen. 

(a)  It  is  an  unfair  trade  practice  to  use  the  term  ** linen''  or  '* flax" 
(not  appropriately  qualified)  or  the  term  ^*pure  linen,"  -pure  flax  " 
all  linen"  or  -all  flax,"  or  any  other  word,  term,  phrase,  designa- 
tion or  representation  of  similar  import,  as  descriptive  of  any  fiber 
yam,  tliread,  strands  or  fabric,  or  garment  or  other  article  containing 
the  same,  (1)  the  fiber  content  of  which  is  not  linen  exclusivelv  or  (2) 
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which  contains  any  other  fiber;  or  (3)  which  contains  any  foreign  or 
added  non-fibrous  substance  or  material  except  the  necessary  dyeing 
and  finishing  materials  required  to  produce  the  color  and  finish  of  the 
product  not  exceeding  5%  by  weight  of  the  product  in  its  finished  state. 
Nothing  in  this  rule  shall  be  construed  as  permitting  the  use  of  dyeing 
or  finishing  materials,  either  within  or  in  excess  of  such  5%,  for  the 
purpose  or  with  the  result  of  thereby  deceptively  loading  the  product 
with  excess  or  unnecessary  dyeing  or  finishing  materials. 

(b)  Terms  Applied  to  Linen  Content  of  Product,— -Nothing  in  this 
rule  shall  be  construed  as  prohibiting  the  use  of  the  term  or  phrase 
**linen,"  **flax,'*  **pure  linen,"  **pure  flax,'*  **all  linen"  or  **all 
flax"  in  a  truthful  and  nondeceptive  manner  as  descriptive  of  the  pure 
linen  content  of  a  mixed  yam,  thread,  strand,  fabric  or  product,  pro- 
vided it  is  made  plain  that  such  term  or  phrase  applies  only  to  the  pure 
linen  content  of  the  article  or  product  and  the  entire  fiber  content  of  the 
article  or  product  is  then  and  there  clearly  and  nondeceptively  disclosed 
in  full  conformity  with  the  provisions  of  Rule  7  relating  to  the  dis- 
closure of  content  of  mixed  goods. 

(c)  Tolerance  as  to  Selvage.— Nothing  in  these  rules  shall  be  con- 
strued as  prohibiting  the  truthful  and  nondeceptive  use  of  the  terms 
**linen,"  *'flax,"  **pure  linen,"  **pure  flax,"  **all  linen"  or  **aU 
flax"  as  descriptive  of  fabric  which  is  composed  wholly  of  linen  with 
the  exception  of  a  small  and  inconsequential  amount  of  necessary  non- 
linen  fiber  in  the  selvage,  provided  the  total  amount  of  such  non-linen 
fiber  does  not  exceed  V2  of  1%  in  the  case  of  handkerchiefs  or  handker- 
chief fabrics,  and  in  the  case  of  other  fabrics  does  not  exceed  2%,  and 
provided  further,  that  no  deception,  direct  or  indirect,  is  practiced 
with  respect  to  such  selvage  or  the  fiber  content  of  the  article.  Where 
the  selvage  contains  non-linen  fiber  in  excess  of  such  stated  limits  of 
V2  of  1%  and  2%,  respectively,  disclosure  of  the  fiber  content  shall  be 
made  in  accordance  with  the  provisions  of  Rule  7  relating  to  mixed 
goods. 

{d)  Decorations.-— ^ee  paragraph  (/)  of  Rule  7  for  provisions  as 
to  the  use  of  such  terms  as  ** linen,"  **pure  linen,"  etc.,  in  disclosure  of 
fiber  content  where  product  is  composed  wholly  of  linen  with  the  excep- 
tion of  decorative  material  containing  fiber  other  than  linen. 

Rule  3.  "Lin/' "Lyn/' Etc. 

It  is  an  unfair  trade  practice  to  use,  as  descriptive  of  fiber,  yam, 
thread,  strands  or  fabric,  or  garment  or  other  article  made  therefrom, 
the  word,  term  or  syllable  '*lin,"  **linn,"  *'lyn"  or  'Mynn,"  or  other 
word,  term  or  syllable  of  similar  import,  alone  or  as  part  of  a  word 
or  in  combination  with  one  or  more  words,  terms,  syllables  or  repre- 
sentations, in  such  manner  as  thereby  to  import  or  imply  that  said 
fiber,  yam,  thread,  strands,  fabric,  garment  or  other  article  is  eom- 
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posed  of  linen,  either  in  whole  or  in  part,  when  such  is  not  true  in 
fact;  or  to  use  any  such  word,  term,  syllable  or  combination  in  any 
other  manner  which  has  the  capacity  and  tendency  or  effect  of  mis- 
leading or  deceiving  the  purchasing  or  consuming  public. 

Rule  4.  Terns  ^^Linen/'  ''Flaxr  ''Silk/'  ''Wool/'  ''^Cotton/'  Etc. 
It  is  an  unfair  trade  practice  to  use,  or  cause  to  be  used,  as  descriptive 
of  any  textile  merchandise,  the  word  **lineu,"  or  word,  term,  designa- 
tion or  representation  of  similar  import,  either  alone  or  in  connection 
^vith  the  word  -wool,"  -  cotton,"  -rayon"  or  other  word,  temi  or 
representation,  such  as,  for  example,  -  Cotton  Linen,"  -Linen  Cot- 
ton," -Rayon  Linen,"  *' Linen  Rayon,"  -Grass  Linen,"  -Canton 
Linen,"  -Rice  Linen,"  -Pineapple  Linen,"  etc.,  so  as  to  import  or 
imply  that  the  merchandise  or  article  is  linen  or  contains  linen  or  has 
the  properties  of  linen  when  such  is  not  the  fact.  Nothing  in  this 
rule,  however,  shall  prohibit  the  use  of  the  word  -linen  "  -flax  " 
''silk  "  -rayon,"  -wool"  or  -cotton"  in  any  truthful  and  nondecep- 
tive designation  or  representation  made  in  confoi-mity  with  the  require- 
ments of  Rule  7  as  to  disclosure  of  mixed  goods. 

Rule  5.  Misuse  of  Term  *' Linen  Product/'  Etc. 

It  is  an  unfair  trade  practice  to  cause  any  article  or  merchandise 
to  be  offered  for  sale,  sold,  advertised,  described,  branded,  labeled  or 
otherwise  represented,  directly  or  by  implication,  as  being  a  linen  or 
flax  product  when  such  article  or  merchandise  is  not  composed  of  pure 
linen  to  the  extent  of  at  least  50%  by  weight  and  the  entire  fiber  con- 
tent of  such  article  or  merchandise  is  not  then  and  there  fully  and  non- 
deceptively disclosed  in  accordance  with  the  applicable  provisions  of 
Rule  7  relating  to  the  disclosure  of  fiber  content  of  mixed  goods  or 
when  such  representation  is  otherwise  used  in  a  false,  misleading  or 
deceptive  manner. 

Rule  6.  Misuse  of  Term  **Part  Linen/'  Etc. 

It  is  an  unfair  trade  practice  to  use  the  term  -part  linen,"  or  word 
term  or  representation  of  similar  import,  as  descriptive  of  kny  article' 
product,  or  any  part  thereof,  (1)  when  such  article,  product,  or  part 
^  thereof,  does  not  contain  linen  in  substantial  proportion,  and  the  fact 
that  the  amount  or  proportion  of  linen  present  is  insubstantial  or  in- 
appreciable is  not  therewith  fully  disclosed,  together  with  the  entire 
fiber  content  of  the  article  or  product;  or  (2)  when,  although  con- 
taining lujen  m  substantial  part,  the  entire  fiber  content  of  such  article 
or  merchandise  or  product  is  not  then  and  there  fully  and  nondecep- 
tively disclosed,  in  accordance  with  the  provisions  of  Rule  7  relating 
to  the  disclosure  of  fiber  content  of  mixed  goods;  or  (3)  when  such 
terra  -part  linen,"  or  word,  term  or  representation  of  similar  import 
IS  used  under  any  other  false,  misleading  or  deceptive  condition 
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Rule  7.  Mixed  Goods. 

In  the  case  of  any  yarn,  thread,  strands,  fabric,  garment  or  other 
article  containing  linen  (or  flax)  and  other  fiber  or  fibers,  full  and 
nondeceptive  disclosure  of  the  fiber  content  of  such  merchandise  should 
be  made  in  accordance  with  the  provisions  hereinafter  set  forth  in  this 
rule,  to  the  eifd  that  the  purchasing  and  consuming  public  may  be 
correctly  informed  as  to  the  contents  of  such  merchandise  and  that 
thereby  deceptive  concealment  and  misrepresentation  in  respect  thereto 
and  other  unfair  methods  of  competition  or  unfair  or  deceptive  acts  or 
practices  in  the  marketing  of  such  merchandise  in  the  channels  of  trade 
and  to  the  public  may  be  avoided  and  prevented.  And  it  is  an  unfair 
trade  practice  to  conceal  the  presence  of  any  fiber  constituent  of  such 
merchandise  or  to  fail  or  refuse  to  make  said  disclosure  of  fiber  con- 
stituents in  accordance  with  the  following  subsections  of  this  rule,  such 
concealment  or  failure  or  refusal  to  so  make  such  disclosure  having  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  purchas- 
ing or  consuming  public. 

(a)  Fibers  to  be  Named  and  Set  Forth  in  Order  of  Predominance 
by  Weight.— Such  disclosure  of  fiber  content  of  said  products,  pur- 
suant to  this  rule,  shall  be  made  by  accurately  designating  and  naming 
each  constituent  fiber  thereof  in  the  order  of  its  predominance  by 
weight,  beginning  with  the  largest  single  constituent,  such  as,  for 
example,  '* Linen,  Cotton  and  Rayon"  for  yam,  thread,  strands,  fabric, 
garment  or  other  article  composed  of  linen,  cotton  and  rayon,  each 
present  in  substantial  proportion,  with  linen  present  in  larger  propor- 
tion than  either  cotton  or  rayon  and  with  the  cotton  present  in  greater 
proportion  than  rayon;  subject  to  the  following: 

(b)  Labels,  Tags,  Invoices,  Advertising  Matter.-^siid  disclosure 
shall  be  made  in  labels,  brands  or  tags  attached  to  the  merchandise  and 
in  the  invoices,  and  in  such  advertising  and  sales  promotional  descrip- 
tions or  representations  of  the  product  as  may  be  used  however  dis- 
seminated or  published.  Said  disclosure  shall  also  be  made  in  such 
other  documents,  passing  from  seller  to  purchaser,  as  may  be  necessary 
to  fully  inform  purchasers  of  the  fiber  content  of  the  merchandise  and 
to  avoid  and  prevent  the  sale  or  resale  of  the  merchandise  under  decep- 
tive or  misleading  conditions.  (See  paragraph  (o)  of  Rule  7  for  special 
provision  applicable  to  disclosure  in  invoices.) 

(c)  Use  of  Terms  ''Other  Fibers"  and  " MisceUaneous  Fibers"  in 
Making  Disclosure  of  Fiber  Con^en^.— Miscellaneous  fibers  present  in 
the  product  not  exceeding  5%  in  the  aggregate  may  be  designated  and 
disclosed  under  this  rule  as  *' Other  Fibers''  or  "Miscellaneous  Fibers,*' 
provided  disclosure  is  made,  in  accordance  with  the  requirements  of 
these  rules,  of  the  fibers  composing  the  remaining  95%  or  more  of  the 
total  fiber  content  of  the  product,  together  with  the  percentage  of  each 
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such  fiber  comprising  such  proportion  of  95%  or  more,  and  provided 
further  that  such  fiber  content  designated  and  disclosed  as  "Other 
Fibers"  or  "Miscellaneous  Fibers"  is  not  otherwise  misrepresented. 
Illustrative  examples  of  the  disclosure  provided  under  this  paragraph 
are  as  follows: 

"50%  Linen 
45%  Cotton 
Miscellaneous  Fibers" 
or 
"50%  Cotton 
45%  Linen 
Other  Fibers" 
or 
"50%  Linen 
45%  Rayon 
6%  Other  Fibers" 
for  products  composed  of  the  respective,  stated  percentages  of  linen 
cotton  and  rayon,  with  the  remainder  composed  of  other  fibers  the 
proportion  or  percentage  of  each  of  which  is  not  known  or  readily 
ascertamable,    including   such    small    additional    amounts    of    rayon 
cotton  or  other  fiber  as  may  be  present  due  to  unavoidable  variations 
m  manufacturing  processes. 

(d)  Disclosure  of  Percentages  of  Fiber. 

(I)  In  making  said  disclosure  of  fiber  content  under  this  rule 
the  percentage  of  each  specifically  named  fiber  shaU  be  given  if 
such  fiber  is  present  in  an  amount  which  does  not  exceed  5%  of 
the  total  fiber  content  of  the  article  or  product;  provided,  however, 
If  the  total  non-linen  fiber  is  present  as  selvage  or  decorations  such 
as  decorative  stripe,  border,  embroidery,  lace  or  other  decoration 
then  the  provisions  of  paragraphs  (/)  and  {g)  of  this  Rule  7,  and 
of  Rule  2  relating  to  disclosure  of  non-linen  fiber  in  selvage  and 
decorations,  shall  apply. 

(II)  In  making  disclosure  of  fiber  content  under  this  rule  the 
respective  percentage  of  each  specifically  named  fiber  present  shall 
also  be  given  in  all  other  instances  where  the  omission  of  such 
statement  of  percentages  is  likely  to  mislead  or  deceive,  or  has 
the  capacity  and  tendency  or  effect  of  misleading  or  deceiving 
the  purchasing  or  consuming  public  into  the  erroneous  belief  that 
said  fiber  is  present  in  a  greater  or  less  proportion  than  is  in  fact 
true,  or  is  misleading  or  deceiving  in  any  other  respect. 

(NOTE.-It  18  deemed  proper  and  advisable,  in  the  interest  of  promot- 
ing  fair  methods  of  competition  and  the  protection  of  the  purchasing 
and  consuming  public  from  confusion,  deception  and  unfair  practices 
that  the  percentage  of  each  specifically  named  fiber  present  be  given  iii 
all  cases;  such  as,  for  example: 
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"66%  Linen 

20%  Cotton 

15%  Rayon" 
or 
"46%  Linen 

30%  Cotton 

25%  Rayon" 
or 
"65%  Ramie 

35%  Rayon" 

for  products  composed   of  such  respective  fibers   In   the  percentages 
named.  8ee  also  Rule  B  o/  Oroup  II.) 

(Ill)  For  purposes  of  making  disclosure  and  determining  the 
relative  percentages  or  proportions  of  linen,  cotton,  rayon,  silk  or 
other  fiber  in  any  article  or  product  composed  of  two  or  more  such 
fibers,  a  tolerance  of  not  exceeding  2%  shall  be  allowed,  where 
such  tolerance  is  necessary  because  of  unavoidable  variations  in 
manufacturing  processes  or  because  of  the  impossibility  of  more 
accurately  calculating  the  percentages  of  the  different  fibers  pres- 
ent. However,  no  tolerance  shall  apply  or  be  allowed  in  case  of 
representations  to  the  effect  that  the  fiber  content  is  composed 
wholly  of  linen  or  that  linen  or  any  other  fiber  is  present  in  not 
less  than,  or  not  more  than,  a  certain  amount  or  percentage,  as  for 
example,  ''Cotton  with  not  less  than  25%  Linen'*  or  ** Linen  with 
not  more  than  25%  Cotton*'  which  may  be  used  in  a  nondeceptive 
manner  for  articles  or  products  having  the  respective  fabric 
composition  so  designated. 

(e)  Articles  Consisting  of  a  Union  of  Two  Fibers, — In  the  case 
of  so-called  union  handkerchief  fabrics,  or  other  fabrics  or  articles, 
composed  wholly  of  cotton  and  linen  in  substantially  equal  proportions 
not  exceeding  5%  variation,  the  fiber  content  thereof  may  be  disclosed 
as  ** Cotton  and  Linen"  or  as  "Linen  and  Cotton."  Where  percentages 
of  the  cotton  and/or  linen  are  stated,  or  are  required  to  be  stated,  such 
percentages  shall  conform  to  the  other  requirements  of  these  rules 
applicable  to  percentages. 

(/)  Decorations. — Where,  in  respect  of  an  article  containing  linen, 
the  total  non-linen  content  of  such  article  is  present  in  the  form  of 
decorative  stripe,  border,  embroidery,  lace  or  other  decoration,  obvi- 
ously apparent  as  such,  the  fiber  content  of  such  article  may  be  desig- 
nated, for  the  purpose  of  making  disclosure  under  this  rule,  by  adding 
to  the  term  *' Linen"  or  *'Flax,"  or  **A11  Linen,"  '*Pure  Linen,"  ''All 
Flax"  or  "Pure  Flax,"  a  phrase  or  statement  clearly  and  nondecep- 
tively  setting  forth  the  fact  that  such  decorative  stripe,  border,  em- 
broidery, lace  or  other  decoration  is  cotton,  rayon,  silk  or  other  desig- 
nated fiber  or  combination  of  fibers,  as  the  case  may  be,  such  as,  for 
example: 
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"Pure  Linen, 
Cotton  Decorations" 

"All  Flax 
except  Rayon  Border" 

"Pure  Linen, 
Cotton  Embroidery" 

"Linen 
with  Cotton  Lace" 

"Pure  Linen 
decorated  with  Rayon" 

*  *  Linen 
with  Rayon  and  Silk  Decorations" 

"Pure  Linen 
with  10%  Silk  Decorations" 

"All  Linen 
with  Cotton  Border." 

Exception  as  to  5%  Non-Linen  Content. — Where,  however,  the 
product  is  composed  wholly  of  linen,  with  the  exception  of  non-linen 
fibers  not  exceeding  5%  by  weight  of  the  entire  fiber  content,  no 
specific  disclosure  need  be  made  of  the  fiber  content  of  such  non-linen 
portion  if  and  when  the  linen  content,  together  with  the  percentage 
thereof,  is  fully  and  nondeceptively  disclosed,' as  for  example,  "95^0 
Linen"  or  "95%  Flax."  Where  the  non-linen  content  in  the  article  not 
exceeding  5%  is  confined  to  decorations  (the  remainder  of  the  product 
l>eing  composed  entirely  of  linen  exclusive  of  respective  selvage  toler- 
ances specified  in  Rule  2-c),  such  product  may  be  designated  by  the 
unqualified  terms  "Linen"  or  "Flax"  without  giving  the  percentage 
thereof  or  stating  the  composition  of  such  decorations ;  provided,  that 
in  any  case  under  this  paragraph  no  deception  is  practiced  in  respect 
of  the  product  or  the  non-linen  portion  thereof. 

(g)  Selvaycs  Which  Exceed  the  Respective  Tolerance  of  2%  or  1/2 
of  1%  Provided  for  in  Rule  i?.— Where  the  amount  of  cotton  in  the 
selvage  of  a  linen  article  exceeds  respectively  the  2%  and  the  V2  of  1% 
tolerance  provided  for  in  Rule  2,  disclosure  of  the  fiber  content  of 
such  selvage  should  be  made  by  including  the  same  as  part  of  the 
general  fiber  content  of  the  article,  or  by  adding  a  designation-  dis- 
closing the  fact  that  such  selvage  is  cotton,  as  for  example,  "Cotton 
Selvage."  Nothing  in  this  paragraph,  however,  shall  be  construed  as 
preventing  the  truthful  and  nondeceptive  use  of  such  designation  as 
"95%  Linen,"  pi-ovided  for  in  paragraph  (/)  of  this  rule,  where  the 
product  consists  entirely  of  linen  with  the  exception  of  not  to  exceed  5% 
non-linen  fiber. 
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(h)  Paddings,  Stiffening,  Sewing  Thread,  Etc. — In  making  such 
disclosure  under  this  rule  with  respect  to  fiber  content  of  ready-made 
or  manufactured  articles  (such  as  garments  or  clothing),  necessary 
structural  padding,  stiffening  and  sewing  thread  in  such  articles  need 
not  be  included  in  the  disclosure  of  fiber  content  thereof  unless  in  label- 
ing, advertising,  selling,  offering  for  sale  or  promoting  the  sale  of  the 
product  representation  is  made,  directly  or  by  implication,  as  to  the 
content,  nature,  character,  quality  or  properties  of  such  padding,  stiff- 
ening or  sewing  thread,  in  which  event  the  material  content  thereof 
shall  be  accurately  and  nondeceptively  disclosed  by  appropriate  phrases 
or  designations,  such  as,  for  example,  ** Cotton  Padding,*'  **Silk 
Thread,''  and  such  other  steps  shall  be  taken  as  may  be  necessary  in 
the  circumstances  to  avoid  deception.  (The  other  provisions  of  these 
rules  which  reqiire  the  disclosure  of  fiber  content,  however,  apply  to 
such  padding,  stiffening  and  sewing  thread,  containing  or  purporting 
to  contain  linen  in  whole  or  in  part,  when  marketed  as  such  and  not 
as  part  of  another  manufactured  article.) 

(»)  Weighted  Silk. — In  the  event  any  constituent  of  the  article  or 
merchandise  is  weighted  silk,  full  and  nondeceptive  disclosure  of  the 
fact  that  such  silk  is  weighted,  together  with  the  proportion  or  per- 
«ientage  of  such  weighting,  shall  be  made  as  provided  in  the  Silk  Rules 
promulgated  by  the  Federal  Trade  Commission  November  4,  1938. 
(Provisions  of  Silk  Rules  relating  to  disclosure  of  weighted  silk  appear 
in  Appendix  I,  page  316.) 

(j)  Nail  Silk. — In  the  event  any  specifically  named  constituent 
present  in  the  article  or  merchandise  is  noil  silk,  full  and  nondeceptive 
disclosure  of  the  fact  that  such  silk  is  noil  silk  shall  be  made  as  pro- 
vided in  the  Silk  Rules  promulgated  by  the  Federal  Trade  Commis- 
sion November  4,  1938.  (Provisions  of  Silk  Rules  relating  to  disclosure 
of  noU  silk  appear  in  Appendix  II,  page  317.) 

(k)  Imitative  or  Simulative  Products. — See  Rule  8  for  provisions 
as  to  disclosure  respecting  articles  or  merchandise  which  do  not  contain 
linen  but  which  imitate  or  simulate  linen  in  whole  or  in  part. 

{I)  Loading,  Adulterating  or  Excess  Finishing  Materials. — In  the 
event  any  constituent  of  the  product  contains  excess  finishing  ma- 
terials or  loading  or  adulterating  materials,  disclosure  thereof  shall  be 
made  in  conformity  with  the  applicable  provisions  of  Rule  9. 

(m)  Sectional  Articles. — In  instances  where  the  article  is  composed 
of  two  or  more  distinct  sections  of  different  fiber  composition,  the  fiber 
content  of  the  article  may  be  given  under  this  rule  by  designating  the 
several  sections  and  giving  the  respective  fiber  content  of  each  section 
as  it  exists  within  the  section,  stating  the  fibers  within  each  such  sec- 
tion in  their  order  of  predominance  by  weight.  If  any  fiber  so  named 
is  not  present  in  a  substantial  amount  within  the  respective  section, 
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the  percentage  thereof  shall  also  be  given  and  such  other  steps  shall 
be  taken  as  may  be  necessary  to  prevent  misrepresentation  or  decep- 
tion. The  same  limitations  shall  apply  to  disclosure  by  sections  under 
this  paragraph  as  are  applicable  in  cases  where  disclosure  of  fiber 
content  is  made  on  the  basis  of  the  article  as  a  whole.  In  making  dis- 
closure by  sections  of  the  article  under  this  paragraph,  the  respective 
sections  to  which  the  several  designations  apply  shall  be  plainly  in- 
dicated in  such  manner  as  not  to  be  misleading  or  deceptive;  and  types 
of  designations  which  purport  to  be  applicable  to  sections  or  parts  of 
the  article  to  which  they  do  not  truthfully  apply  shall  be  avoided. 
Examples  of  the  types  of  designations  provided  for  under  this  para- 
graph are  as  follows : 

"Pure  Linen  Center 
Cotton  and  Rayon  Lace" 

for  articles,  such  as  doilies,  having  the  construction  and  fiber  composi- 
tion indicated,  with  the  lace  being  predominantly  cotton  but  mixed  with 
a  substantial  proportion  of  rayon; 


or 


<< 


Linen  and  Rayon  Center 
Cotton  Lace" 

for  articles  having  a  fabric  center  with  cotton  lace  attached,  the  center 
fabric  being  predominantly  linen  and  mixed  with  a  substantial  propor- 
tion of  rayon ; 

or 

"Pure  Linen 
with  Silk  Lace" 

for  an  article  such  as  a  handkerchief  composed  basically  of  linen  fabric 
to  which  is  attached  lace  composed  wholly  of  silk; 

or 

"Rayon  and  Cotton  Waist 

Linen  Skirt" 

for  an  article  such  as  a  dress  in  which  the  waist  is  composed  of  rayon 
and  cotton,  each  present  in  substantial  proportion  but  with  rayon  pre- 
dominating therein,  the  fiber  content  of  the  skirt  being  linen  exclusively, 
(n)  Deceptive  Set-up  of  Disclosed  Information. ^In  setting  forth 
any  item,  name,  statement,  percentage  or  other  information  required 
to  be  disclosed  under  this  or  any  other  rule  hereof,  the  same  shall  be 
set  forth  clearly  and  unequivocally  and  not  in  type  or  manner  so  dis- 
proportionately enlarged,  emphasized  or  conspicuously  placed,  or,  on 
the  other  hand,  so  minimized,  obscured  or  remotely  or  inconspicuously 
placed,  as  to  be  misleading  or  deceptive  to  the  purchasing  or  consuming 
public. 
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(o)  Warranty  Statement  in  Invoices. — In  respect  of  disclosure  of 
fiber  content  in  invoices  provided  for  in  this  Rule  7.  and  in  Rule  1,  if, 
because  of  a  multiplicity  of  items  of  different  fiber  composition,  it  is 
not  feasible  to  have  the  fiber  content  of  the  different  numbers  or  items 
set  out  on  the  face  or  back  of  the  invoice  or  otherwise  specifically  listed 
therein,  a  statement  in  lieu  of  such  specific  listing  of  fiber  content  in 
the  invoice  may  be  set  forth  in  such  invoice  to  the  effect  that  the  sellor 
warrants  that  each  and  every  item  coming  under  these  rules  and  covered 
by  such  invoice  is  properly  marked  and  labeled  as  to  content  in  full 
conformity  with  the  pi-ovisions  of  these  rules,  provided  such  products 
are  so  labeled  and  marked  properly,  and  provided  further  no  f«lse 
or  misleading  designations  or  representations  are  used,  nor  an>  otlior 
deception,  direct  or  indirect,  is  practiced,  in  or  by  moans  of  such  in- 
voice. The  following  is  an  example  of  the  above-mentioned  warranty 
statement  to  be  set  out  on  invoices  under  the  provisions  of  this  para- 
<:raph ; 

"The  seller  hereby  warrants  that  the  fiber  content  of  the  productB 
covered  by  this  Invoice  are  clearly  and  truthfully  disclosed  and  marked 
in  tags,  labels  or  brands  attached  to  the  respective  products,  In  accord- 
ance with  the  provisions  of  the  trade  practice  rules  for  the  Lin<»n  In- 
dustry." 

(p)  Application  of  Wool  Products  Labeling  Act  of  1939.— To  the 
extent  that  any  fiber,  yam,  thread,  strands,  fabric,  article  or  product 
under  these  rules  is  such  as  to  come  within  the  scope  of  the  Wool  Prod- 
ucts Labeling  Act  of  1939,  the  marking,  labeling  and  branding  thereof 
shall  be  such  as  to  meet  the  requirements  of  said  Act  from  and  after 
the  effective  date  thereof.  (Said  Wool  Products  Labeling  Act  of  1939, 
Public  Xo.  850,  Seventy-sixth  Congress,  was  approved  by  the  President 
October  14,  1940,  and  provides  that  the  Act  shall  take  effect  nine 
months  after  the  date  of  its  passage.) 

Rule  8.  Passing  off  Merchandise  as  and  for  Linen. 

(a)  It  is  an  unfair  trade  practice  to  offer  for  sale,  sell,  distribute, 
describe,  brand,  label,  advertise  or  otherwise  represent,  directly  or  in- 
directly, any  fiber,  yam,  thread,  strands  or  fabric,  or  garment  or  other 
article  made  therefrom,  as  being  linen  or  flax,  or  as  containing  linen 
or  flax,  or  as  having  any  of  the  properties  of  linen  or  flax,  when  such 
is  not  in  fact  true. 

(h)  In  the  case  of  fiber,  yam,  th^^ead,  strands,  fabric,  garment  or 
other  article  not  containing  linen  but  which  has  been  manufactured  or 
processed  in  such  manner  as  to  simulate  linen  or  which  purports  to 
contain  linen  in  whole  or  in  part,  or  which  has  or  is  represented  as  hav- 
ing a  linen  finish,  full  and  nondeceptive  disclosure  of  the  fiber  content 
of  such  product  and  of  the  fact  that  it  does  not  contain  any  linen  shall 
be  made  in  labels,  brands  or  marks  attached  to  the  product,  in  the 
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invoices,  and  in  whatever  advertising  or  trade  promotional  descriptions 
or  representations  may  be  used  in  respect  to  the  product  however  dis- 
seminated or  published.  The  failure  or  refusal  to  make  said  full  and 
nondeceptive  disclosure  of  the  fiber  content,  and  to  take  such  other 
steps  as  may  be  necessary  to  avoid  and  prevent  deceptive  concealment, 
confusion,  misunderstanding  and  misrepresentation,  is  an  unfair  trade 
practice. 

Rule  9.  Special  Finishing  Materials,  Excess  Finishing  Materials, 
Fillers,  Loading  or  Adulterating  Materials,  in  Articles  Containing 
or  Purporting  to  Contain  Linen. 

(a)  This  rule  applies  to  nonfibrous  materials,  other  than  necessarj- 
dyeing  and  finishing  materials  not  exceeding  5%  (and  exclusive  of 
metallic  weighting  in  silk  fiber  which  may  be  contained  in  the  product, 
the  disclosure  of  which  is  referred  to  in  paragraph  (i)  of  Rule  7). 

(6)  The  presence  of  such  nonfibrous  materials  which  have  been 
added  to  any  fiber,  yarn,  thread,  strands  or  fabric  shall  be  truthfully 
and  nondeceptively  disclosed  in  accordance  with  the  following  require- 
ments of  this  rule,  to  the  end  that  misunderstanding,  confusion  and 
deception  of  the  purchasing  or  consuming  public  may  be  avoided  and 
l>revented. 

{c)  Special  Finishing  Materials.— In  the  case  where  such  nonfibrous 
material  has  been  added  to  the  product  as  special  finishing  materials, 
the  product  shall  be  designated  and  described  in  such  manner  as  will 
clearly  and  nondeceptively  disclose  to  the  purchasing  and  consuming 
public  that  such  added  finishing  materials  are  present  in  the  product 
The  term  ^'special  finishing  materials"  as  used  in  this  mle  means  such 
finishing  materials  as  are  added  to  the  product  for  the  purpose  and  with 
the  effect  of  thereby  imparting  certain  useful  properties  to  the  product, 
such  as  water-repellent  or  crease-resistant  qualities,  etc. 

(d)  Loading  and  Adulterating  Materials,  Fillers  and  Excess  Finish- 
ing Matetials.— In  cases  of  fiber,  yarn,  thread,  strands  or  fabric  where 
nonfibrous  materials  have  been  added  to  or  are  present  in  the  product 
as  excess  dyeing  or  finishing  materials,  fillers,  loading  or  adulterating 
materials,  full,  clear  and  nondeceptive  disclosure  of  the  presence  of 
such  excess  dyeing  or  finishing  materials,  fillers,  or  loading  or  adulter- 
.'•ting  materials,  and  of  the  maximum  percentage  or  proportion  in  which 
such  materials  are  present,  shall  be  made  in  tags,  labels  or  brands 
attached  to  the  product,  in  the  invoices,  and  in  whatever  advertising 
or  trade  promotional  descriptions  or  representations  may  be  used  in 
respect  to  the  product  however  disseminated  or  published. 

(e)  It  is  an  unfair  trade  practice  to  fail  or  refuse  to  make  such 
disclosure  provided  for  in  this  rule,  such  failure  or  refusal  having  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the ''pur- 
chasing or  consuming  public;  and  it  is  an  unfair  trade  practice  to  omit 
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or  fail  to  take  such  other  steps  as  may  be  necessary  to  avoid  the  sale  ot 
distribution  of  such  products  in  the  channels  of  trade  or  to  the  pur- 
chasing or  consuming  public  under  false,  misleading  or  deceptive 
representations  or  conditions. 

Rule  10.  Misrepresentation  and  False  Marking  as  to  Size  or  Dimension. 

(a)  It  is  an  unfair  trade  practice  to  offer  for  sale,  sell,  distribute, 
mark,  brand,  label,  advertise,  describe  or  otherwise  represent,  directly 
or  indirectly,  any  linen,  part  linen  or  purported  linen  article  or  prod- 
uct as  being  of  a  specified  size  or  dimension  when  the  finished  size  or 
dimension  of  such  article  is  less  than  such  specified  size  or  dimension; 
provided,  however,  that  if  such  mark,  brand,  label,  advertisement  or 
other  representation  as  to  size  or  dimension  clearly  and  nondeceptively 
states  that  the  size  or  dimension  specified  is  only  approximate,  such 
as,  for  example,  "Approximate  Size  ....  x  ....  inches,''  then  and  in 
that  event  a  tolerance  of  not  to  exceed  5%  variation  from  the  specified 
size  or  dimension  in  the  case  of  fancy  linen  articles,  or  2%  variation 
from  the  size  or  dimension  so  specified  in  the  case  of  other  linen  articles, 
including  handkerchiefs,  may  be  allowed  to  the  extent  that  such  varia- 
tion is  due  to  unavoidable  variations  in  manufacturing  or  processing 
and  not  because  of  lack  of  reasonable  effort  to  state  the  size  or  dimen- 
sion accurately,  and  subject  to  the  condition  that  no  deception  or 
confusion  of  purchasers  is  practiced  in  connection  therewith. 

(6)  It  is  an  unfair  trade  practice  to  import  any  linen,  part  linen  or 
purported  linen  articles  under  invoices  giving  both  the  actual  and/or 
a  larger  marked  size,  whereby  the  sale,  distribution  or  resale  of  such 
articles  under  conditions  which  are  false,  misleading  or  deceptive  is 
aided,  promoted  or  effectuated ;  and  it  is  an  unfair  trade  practice  in 
any  other  manner  to  use  a  larger  marked  size  than  the. actual  size,  on  or 
in  connection  with  any  linen,  part  linen  or  purported  linen  articles, 
with  the  capacity  and  tendency  or  effect  of  misleading  or  deceiving 
the  purchasing  or  consuming  public  or  of  causing  confusion  or  mis- 
understanding in  the  purchase  or  resale  of  such  articles  in  the  trade 
or  in  their  purchase  by  the  consuming  public. 

Rule  1^.  '^Seconds"  and  Deteriorated  or  Damaged  Merchandise. 

(a)  In  respect  of  merchandise  consisting  of  so-called  "seconds,'' 
and  containing  or  purporting  to  contain  linen  in  whole  or  in  part,  it  is 
an  unfair  trade  practice  to  offer  for  sale,  sell  or  distribute,  or  promote 
the  sale  or  distribution  of,  such  merchandise  as  and  for  merchandise  of 
higher  grade  or  quality,  or  as  not  being  "seconds;"  or  to  conceal  the 
fact  that  such  products  are  "seconds"  and  not  first-class  merchandise, 
with  the  capacity  and  tendency  or  effect  of  thereby  misleading  or 
deceiving  the  purchasing  or  consuming  public. 

(6)  The   term   "seconds"   as  herein   used  shall   include   products 
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which  are  placed  on  the  market  by  producers,  processors  or  distributors 
thereof  as  imperfect  merchandise  or  "seconds;"  also,  products  which 
contain  imperfections  in  material  or  workmanship  not  characteristic 
of  first  quality  merchandise. 

(c)  In  respect  of  merchandise  containing  or  purporting  to  contain 
linen,  in  whole  or  in  part,  which  has  become  deteriorated,  damaged  or 
otherwise  impaired,  it  is  an  unfair  trade  practice,  in  selling  or  dis- 
tributing or  promoting  the  sale  or  distribution  of  such  merchandise, 
to  conceal  such  impairment  or  to  fail  or  refuse  to  disclose  the  same! 
with  the  capacity  and  tendency  or  effect  of  thereby  misleading  or  de- 
ceiving the  purchasing  or  consuming  public  in  respect  to  the  character, 
quality,  value  or  condition  of  the  merchandise,  or  in  any  other  material 
respect. 

Rule  12.  Encouraging  or  Promoting  Misleading  Merchandising  Meth- 
ods, and  Aiding  or  Abetting  Unfair  Practices. 

(a)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  cor- 
poration or  organization  to  induce,  aid  or  abet  an  importer,  converter, 
manufacturer,  distributor,  dealer  or  other  person  or  concern  to  cause 
any  fiber,  yarn,  thread,  strands,  fabric,  garment  or  other  article,  con- 
taining or  purporting  to  contain  linen,  to  be  advertised,  represented, 
offered  for  sale,  sold  or  distributed  through  any  means  or  devices  or 
under  any  conditions  which  have  the  capacity  and  tendency  or  effect 
of  causing,  promoting  or  aiding  the  marketing  of  any  such  merchandise 
in  the  channels  of  trade  or  to  the  consuming  public  under  false,  mis- 
leading or  deceptive  circumstances  or  representations. 

(6)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  cor- 
poration, organization  or  other  party  to  aid  or  abet  another  in  the  use 
of,  or  coerce  another  to  engage  in,  any  of  the  unfair  trade  practices 
specified  in  the  rules  herein  set  forth. 

Rule  13.  Deceptive  Use  of  Word  ''Linen''  or  "Flax''  as  Part  of 
Trade-mark, 

It  is  an  unfair  trade  practice  (a)  to  use  the  word  "linen"  or  "flax," 
or  word,  term  or  representation  of  similar  import,  in  any  trade-mark 
or  other  mark  indicative  of  flax  or  Unen,  when  the  merchandise  which 
bears  such  trade-mark  or  other  mark,  or  which  is  advertised,  offered 
for  sale,  sold  or  distributed  thereunder,  is  not  in  fact  composed  of 
flax  or  linen;  or  (b)  to  use  such  marks  or  the  word  "linen"  or  "flax," 
or  word,  term  or  representation  of  similar  import,  in  any  other  manner, 
or  under  any  other  condition,  which  is  false,  misleading  or  deceptive. 

Rule  14.  Deception  as  to  Origin, 

In  offering  for  sale,  selling,  advertising,  branding,  marking,  labeling 
or  otherwise  representing  any  fiber,  yam,  thread,  strands,  fabric,  gar- 
ment or  article  containing  or  purporting  to  contain  linen  in  whole  or 
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in  part,  it  is  an  unfair  trade  practice  to  use,  alone  or  in  conjunction 
with  any  other  word  or  representation,  the  name  of  a  country  or  locality, 
or  an  adjective,  symbol,  device  or  depiction  indicating  a  country  or 
locality  of  origin,  which  in  any  manner  is  false,  misleading  or  decep- 
tive in  respect  of  the  country  or  locality  of  origin  of  the  product  or  of 
any  embellishment  or  part  thereof,  or  which  has  the  capacity  and 
tendency  or  effect  of  causing  purchasers  or  consumers  to  believe  that 
such  product  originated  or  was  manufactured  in  that  country  or 
locality  when  such  is  not  the  fact. 

(notk. — Imported  articles  or  merchandise  shall  be  properly  marked  as 
to  foreign  origin  in  accordance  vrith  the  requirements  ot  the  customs  laws 
or  regulations  and  other  applicable  provisions  of  law  or  regulation  relat- 
ing to  the  marking  of  imported  articles;  and  no  misrepresentation  or 
deception,  directly  or  by  implication,  shall  be  practiced  in  the  sale  or 
distribution  of  such  articles  or  merchandise  in  the  channels  of  trade  or 
to  the  consuming  public.) 

Rule  15.  Use  of  Terms  ''Hand  Spun/'  '*Hand  Woven/*  **Hand 
Loomed/'  ''Hand  Patterned/'  ''Hand  Drawn/'  "Hand  Blocked/' 
"Hand  Screened/'  "Hand  Printed/'  "Hand  Embroidered/'  and 
Similar  Eepresentaiions. 

It  is  an  unfair  trade  practice  (a)  to  brand,  label,  mark,  advertise, 
offer  for  sale,  sell  or  otherwise  represent,  any  fiber,  yarn,  thread, 
strands,  fabric,  garment  or  other  product,  containing  or  purporting 
to  contain  linen  in  whole  or  in  part,  as  being  **Hand  Spun,"  "Hand 
Woven,"  "Hand  Loomed,"  "Hand  Patterned,"  "Hand  Drawn," 
"Hand  Blocked,"  "Hand  Screened,"  "Hand  Printed"  or  "Hand  Em- 
broidered,"  when  such  is  not  true  in  fact;  or  (6)  to  describe  the 
method  of  manufacture  or  application  of  any  part  or  embellishment 
thereof  by  designation  or  representation  which  is  not  truly  descrip- 
tive of  the  method  of  manufacture  or  application  embwlied  in  such 
article  or  product,  part  or  embellislimeut  thereof,  or  by  designation  or 
representation  which  is  otherwise  false,  misleading  or  deceptive. 

Rule  16.   Deceptive  Pricing. 

(a)  In  the  sale,  ottering  for  sale  or  distribution  of  articles  or  mer- 
chandise containing  or  purporting  to  contain  linen  in  whole  or  in 
part,  or  in  advertising,  describing,  branding,  labeling  or  representing 
such  articles  or  merchandise,  it  is  an  unfair  trade  practice 

(1)  to  use  advertisements  or  representations  stating,  purporting 
or  implying  that  the  prices  for  such  articles  or  merchandise  so 
advertised  or  represented  have  been  reduced  or  are  reduced  prices 
when  such  represented  or  purported  price  reductions  are  fictitious 
or  are  otherwise  false,  misleading  or  deceptive;  or 

(2)  to  use  advertisements  or  representations  which  present 
former  prices  or  so-called  list  prices  or  comparative  prices  which 
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are  exaggerated,  fictitious  or  otherwise  false,  misleading  or  de- 
ceptive. 

(6)  It  is  an  unfair  trade  practice  for  any  member  of  the  industry, 
directly  or  indirectly,  to  use  or  to  supply  to  dealers,  or  to  aid  or  assist 
in  the  use  of,  price  tags,  labels  or  similar  devices  which  are  knowingly 
false,  fictitious  or  exaggerated,  or  which  such  member  has  reason  to 
believe  are  intended  to  be  used  or  will  be  used  by  dealers  or  salesmen 
for  the  purpose  of  misleading  or  deceiving  the  purchasing  or  consum- 
ing public  in  respect  to  price,  value,  or  in  any  other  material  respect. 

Rule  17.  Deceptive  Advertising  of  Group  Offerings,  Etc. 

In  offering  for  sale,  selling  or  distributing  merchandise  containing 
or  purporting  to  contain  linen  in  whole  or  in  part,  whether  at  so-called 
special  sales,  clearance  sales,  bargain  sales  or  otherwise,  it  is  an  unfair 
trade  practice  to  use  false,  misleading  or  deceptive  advertisements  or 
representations  to  the  effect  that  the  articles  so  offered  or  advertised 
are  composed  wholly  or  in  large  or  substantial  proportion  of  well-known 
brands  of  linen  articles,  or  of  articles  of  reputed  high  quality,  or  of 
articles  of  a  specific  kind  or  of  illustrated  or  featured  patterns  or  de- 
signs, (a)  when  in  fact  none  or  only  a  small  or  insubstantial  propor- 
tion of  such  respective  types  of  articles  is  included  in  the  merchandise 
so  advertised  or  offered  for  sale;  or  (6)  when  in  fact  there  have  been 
added  to  such  merchandise  articles  of  inferior  or  cheaper  grade  or 
quality  and  the  fact  that  such  cheaper  or  inferior  articles  are  included 
m  the  merchandise  so  advertised  and  offered  is  deceptively  concealed 
from  the  advertisement  and  from  purchasers;  or  (c)  when  for  any  other 
reason  said  advertisement  or  offering  for  sale  is  misleading  or  deceptive 
to  the  purchasing  or  consuming  public. 

Rule  18.  Misrepresentations  in  Miscellaneous  Inspects. 

The  use,  concerning  any  product  containing  or  purporting  to  con- 
tain linen  in  whole  or  in  part,  of  advertisements,  marks,  brands,  labels 
or  representations  of  any  kind,  however  disseminated  or  published, 
which  have  the  capacity  and  tendency  or  effect  of  misleading  or  de- 
ceiving the  purchasing  or  consuming  public  with  respect  to  the  embel- 
lishments or  decorations  of  the  product,  the  so-called  crease-resistant 
or  non-crushable  character  of  the  product,  the  weave,  grade,  quality  or 
character  of  the  fiber  content,  or  of  the  finished  article,  or  with  respect 
to  the  production,  origin,  manufacture  or  distribution  of  the  product, 
or  any  part  thereof,  or  in  any  other  material  respect,  is  an  unfair  trade 
practice. 


OTHER  UNFAIR  OR  MONOPOLISTIC  PRACTICES 
Rule  19. 

(a)  Prohibit, d    Discriminator}!   Prices,   or   Rrhates,   Refunds,   Dis- 
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counts,  Credits,  Etc,  Which  Effect  Unlawful  Price  Discrimination. — 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  or 
credit,  or  freight  or  transportation  cost  or  any  percentage  thereof,  or 
other  form  of  price  differential,  where  such  rebate,  refund,  discount,  or 
credit,  or  freight  or  transportation  cost  or  any  percentage  thereof, 
or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,* 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,*  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided^  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  %here  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (&)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commission's, — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 


^  See  footnote,  p.  460. 


iu  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  funiislied  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

{d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
lair  trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(^)  Inducing  or  Receiving  cm  Illegal  Discrimination  in  Price.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,*  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
[.rovisions  of  this  Rule  19. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit.— The  foregoing  provisions  of  this  Rule  19  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  19  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

"Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692^, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,    churches,    hospitals,    and    charitable    institutions    not 

*  See  footnote,  p.  460. 
658742-46-  21 
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operated  for  profit."     (52  Stat.  446;  Supp.  4  U.  8.  C.  Title  15, 
Sec.  13c.) 

Rule  20.   Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  en- 
gaged in  commerce,^  to  discriminate  in  favor  of  one  customer-pur- 
chaser against  another  customer-purchaser  of  industry  products,  bought 
from  such  member  of  the  industry  for  resale,  by  contracting  to  furnish 
or  furnishing  in  connection  therewith,  upon  terms  not  accorded  to  all 
customer-purchasers  on  proportionally  equal  terms,  the  service  or 
facility  whereby  such  favored  purchaser  is  accorded  the  privilege  of 
returning  industry  products  so  purchased  and  receiving  therefor  credit 
or  refund  of  purchase  price ;  provided,  however,  nothing  in  any  of  the 
rules  herein  shall  prohibit  or  be  used  to  prevent  the  return  of  mer- 
chandise by  purchaser,  for  credit  or  refund  of  purchase  price,  when 
and  because  such  merchandise  has  not  been  properly  labeled  by  the 
seller  as  to  fiber  content,  or  has  been  otherwise  falsely  or  deceptively 
labeled  or  represented,  or  when  and  because  such  merchandise  is  defec- 
tive in  material,  workmanship,  or  in  any  other  respect  contrary  to 
warranty  or  purchase  contract.  (See  also  Btde  A,  Oroup  11.) 

Rule  21.   Consignment  Distribution. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
employ  the  practice  of  shipping  merchandise  to  dealers  or  distributors 
on  consignment  or  pretended  consipniment  for  the  purpose  and  with 
the  effect  of  artificially  clogging  or  closing  trade  outlets  and  unduly 
restricting  competitors*  use  of  said  trade  outlets  in  getting  their  prod- 
ucts to  consumers  through  regular  channels  of  distribution,  thereby 
injuring,  destroying  or  preventing  competition  or  tending  to  create  a 
monopoly  or  to  unreasonably  restrain  trade.  Nothing  in  this  rule  shall 
be  construed  as  restricting  or  preventing  consignment  shipping  or 
marketing  of  industry  products  in  good  faith  where  suppression  of 
competition,  restraint  of  trade,  or  undue  interference  with  competitors' 
use  of  the  usual  channels  of  distribution,  is  not  effecteil. 

SHRINKAGE  PROVISIONS 

Rule  22.  Definitions  Pertaining  to  Shrinkage  Rules. 

(a)  The  within  rules  relating  to  shrinkage  apply  to  linen,  part  linen 
and  purported  linen  products,  namely,  fiber,  yarn,  thread,  strands, 
fabric,  garments  or  articles  containing  or  purporting  to  contain  linen 
in  whole  or  in  part. 

(b)  As  used  in  these  rules  the  terms  ''additional  shrinkage,"  ** re- 
maining shrinkage"  or  "residual  shrinkage"  applied  to  said  linen. 


*  See  footnote,  p.  460. 


part  linen  or  purjiorted  linen  products  mean  the  shrinka^^e  or  shrinkage 
properties  remaining  in  the  product  after  the  same  has  undergone^ 
shrinkage  process. 

Rule  23.   General  Misbranding  or  Misrepresentation  as  to  Shrinkage. 

The  practice  of  selling,  offering  for  sale,  advertising,  describing, 
branding,  marking  or  labeling  linen,  part  linen  or  purported  linen 
products  in  a  manner  which  is  calculated  to  mislead  or  deceive  or  has 
the  capacity  and  tendency  or  effect  of  misleading  or  deceiving  the 
purchasing  or  consuming  public  with  respect  to  the  preshrunk  char- 
acter of  such  products,  the  residual  shrinkage  remaining  therein,  or 
with  respect  to  the  extent  of  the  shrinkage  to  which  such  products  have 
been  subjected,  or  respecting  any  other  shrinkage  properties,  quality 
or  character  of  such  products,  is  an  unfair  trade  practice. 
Rule  24.  Misuse  of  Specific  Shrinkage  Designations. 

In  the  sale  or  distribution  of  linen,  part  linen  or  purported  linen 
products,  it  is  an  unfair  trade  practice :  (a)  to  use,  or  cause  to  be  used, 
directly  or  indirectly,  the  terms  **Full  Shrunk,"  *' Preshrunk  " 
''Shrunk,"  "Shrinkproof,"  "Will  Not  Shrink,"  "Mill  Shrunk" 
"Double  Shrunk,"  "Non-Shrinkable,"  or  word,  term,  mark,  label  or 
representation  of  like  effect  or  similar  import,  as  descriptive  of  such 
products  when  the  same  are  not  in  fact  shrinkproof  or  non-shrinkable, 
or  have  not  in  fact  been  fully  shrunk  or  preshrunk  to  the  extent  that 
no  residual  shrinkage  is  left  remaining  in  such  products;  or  (h) 
otherwise  to  use,  or  cause  to  be  used,  any  such  word,  term,  mark,  label 
«»r  representation  so  as  to  mislead  or  deceive  the  purchasing  or  consum- 
ing public  into  the  belief  that  such  products  have  been  "shrunk  to  a 
greater  degree  than  is  in  fact  true  or  that  the  residual  shrinkage  of 
such  products  is  less  than  is  in  fact  true. 

Rule  25.  Designations  Permissible  When  All  Residual  Shrinkage  Has 
Been  Removed. 

Nothing  in  these  rules  shall  prohibit  the  use  of  the  term  "Full 
Shrunk,"  "Preshrunk,"  "Shrunk,"  "Shrinkproof,"  "Non-Shrink- 
able," or  word,  term,  mark,  label  or  representation  of  like  effect  or 
similar  import,  as  descriptive  of  linen,  part  linen  or  purported  linen 
products  which  have  undergone  the  application  of  a  shrinking  process 
and  thereby  have  been  shrunk  or  preshrunk  to  the  extent  that  no 
residual  shrinkage  is  left  remaining  in  such  products,  and  provided 
that  subsequent  to  the  application  of  such  shrinking  process 
the  products  have  not  been  subjected  to  stretching  or  to  any  condi- 
tion or  process  which  has  restored  shrinking  properties  or  residual 
shrinkage  to  such  products. 

Rule  26.  Use  of  Tenns  '^Preshrunk*'  or  ^^ Shrunk^'  with  Qualifications. 
(I)   In  iho  e.M.e  of  linen,  part  linen  or  purported  linen  products 
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which  have  undergone  the  application  of  a  shrinking  process  and  have 
been  shrunk  to  a  substantial  extent  but  as  to  which  there  remains  a 
certain  amount  of  residual  shrinkage,  nothing  in  these  rules  shall 
prohibit  the  use  of  the  term  * Treshrunk, ' '  '* Shrunk/'  or  term  or 
word  of  like  effect  or  similar  import,  as  an  integral  part  of  or  in 
immediate  conjunction  with  a  truthful  phrase,  statement  or  assertion 
clearly  and  unequivocally  stating  the  fact  that  such  products  have 
been  preshrunk  or  shrunk  to  a  substantial  extent  and  also  setting  forth 
in  percentage  or  percentages  the  amount  of  residual  shrinkage  remain- 
ing in  both  the  warp  and  the  fiUing,  or  in  either  the  warp  or  the 
filling,  whichever  has  the  greater  residual  shrinkage.  To  avoid  confu- 
sion, deception  or  misunderstanding,  the  standard  shrinkage  test  pro- 
vided for  in  paragraph  (V)  of  this  rule  should  be  used  in  determining 
percentages  to  be  specified  in  such  designations.  The  following  are 
typical  examples  of  designations  provided  for  in  this  rule : 

(a)  **Preshrunk    (or  shrunk)    —  will  not  shrink  more  than 
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(6)  ** Preshrunk  (or  shrunk)— additional  shrinkage  will  not  ex- 
oeed %." 

(c)  "Preshrunk  (or  shrunk)— additional  shrinkage  will  not  ex- 
ceed warp  ....%,  fiUing  ....%." 

(d)  ** These  products  have  been  shrunk  (or  preshrunk)  to  the 
extent  that  additional  shrinkage  will  not  exceed  ....  %  when  tested 
in  accordance  with  the  recognized  and  approved  standards  or 
tests/' 

(e)  "Preshrunk  (or  shrunk)- remaining  shrinkage  2%." 

(/)  "Preshrunk  (or  shrunk)- additional  shrinkage  not  more 
than  ....%." 

(g)  "Will  not  shrink  more  than %.*' 

(h)  "Shrinkage  will  not  exceed  %." 

(II)  The  residual,  additional  or  remaining  shrinkage  percentage  des- 
ipiations  provided  for  in  these  rules  for  linen,  part  linen  or  purported 
linen  products  should  be  stamped  on  or  otherwise  firmly  affixed  to  the 
material  in  conspicuous  size  and  legibility  of  type  or  style,  in  immedi- 
ate conjunction  with  the  designation  or  representation  regarding 
shrinkage,  and  should  also  appear  similariy  on  all  invoices,  labels, 
marks  or  advertisements  which  carry  reference  to  the  shrinkage  of  the 
products. 

(III)  The  use  of  residual,  additional  or  remaining  shrinkage  per- 
centage designations  not  in  conformity  with  results  obtainable  under 
the  test  specified  in  paragraph  (V)  of  this  rule,  with  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or  con- 
suming public,  is  an  unfair  trade  practice. 

(IV)  The  use  or  specification  of  an  unreliable  or  inadequate  test  in 
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any  such  designations,  or  the  refusal  to  specify  a  test  which  is  proper 
and  applicable,  when  done  for  the  purpose  or  with  the  capacity  and 
tendency  or  effect  of  directly  or  indirectly  misleading  or  deceiving  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice. 

(V)  The  following  test  is  deemed  to  be  an  accepted  and  recognized 
test  for  determining  shrinkage  properties  or  residual  shrinkage  of 
linen,  part  linen  or  purported  linen  products  in  the  application  of 
these  rules  and  is  recommended  for  use  as  a  standard  shrinkage  test 
for  this  purpose: 

"Commercial  Standard  CS  59-39." 

GROUP  II* 

Rule  A.  Return  of  Merchandvfe. 

The  practice,  by  members  of  the  industry,  of  selling  merchandise 
and  later  permitting  the  purchaser  to  return  it  for  credit  or  refund  of 
purchase  price,  without  just  cause,  creates  waste  and  loss,  increases 
the  cost  of  doing  business,  operates  both  to  the  detriment  of  the  in- 
dustry and  the  public,  and  is  condemned  by  the  industry,  subject,  how- 
ever,  to  requirements  and  limitations  set  forth  in  the  provisions  of 
Rule  20  of  Group  I,  herein,  and  subject  also  to  the  general  limitation 
that  members  of  the  industry  shall  not  engage  in  any  combination  or 
conspiracy  m  restraint  of  trade  or  use  any  other  illegal  methods  in  the 
regulation,  control  or  prevention  of  the  return  of  merchandise  Where 
goods  are  properly  labeled  and  no  just  cause  for  their  return  exists 
the  practice  of  returning  such  merchandise  after  it  has  been  held  by 
the  purchaser  in  his  stock  or  place  of  business  for  more  than  ten  davs 
IS  condemned  by  the  industry. 

Rule  B.    Disclosure  of  Proportwns  of  Constituent  Fibers  in  Mixed 
Ooods. 

The  practice  of  making  full  and  accurate  disclosure  of  the  propor- 
tions or  percentages  of  the  constituent  fibers  in  mixed  goods  is  approved 
as  a  proper  practice  to  the  end  that  salespersons,  dealers  and  other 
marketers  of  such  products  may  have  accurate  information  of  the 
hber  content  thereof  and  may  in  turn  correctly  inform  the  purchasing 
and  consuming  public,  thereby  avoiding  confusion,  misunderstanding 
or  misrepresentation  as  to  the  nature  or  content  of  such  products  Any 
action  taken  in  following  this  rule  should  be  consonant  with  the  require- 
ments of  the  foregoing  Group  I  rules. 
Rule  C.   Information  as  to  Treatment  and  Care  of  Products. 

The  practice,  by  producers,  manufacturers  and  distributors,  of  fur- 
nishing and  disseminating,  through  tags,  labels,  advertisements  or 
otner  publicity,  accurate  information  as  to  the  proper  treatment,  care 

•  Se«  paee  VIII  for  headnot*  applicable  to  Group  II  Rules. 
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and  cleaning  of  the  products  covered  by  these  rules,  is  approved  and 
recommended  as  a  desirable  practice  to  follow  in  the  interest  of  enab- 
ling consumers  to  obtain  and  enjoy  full  benefit  of  th^  desirable  qualities 
and  services  of  such  products. 

Promulgated  by  the  Federal  Trade  Commission  February  1,  1941. 


APPENDIX  I  TO  LINEN  RULES 

Existing  i)rovisions  of  the  Silk  Rules  promulgated  by  the  Federal 
Trade  Commission  November  4,  1938,  respecting  disclosure  of  weighted 
silk,  as  referred  to  at  page  302,  herein,  are  as  follows : 

Rule  4.   Weighted  Silk, 

(a)  Full  and  nondeceptive  disclosure  of  the  presence  of  metallic 
weighting,  together  with  the  proportion  or  percentage  thereof,  in  any 
silk  or  silk  product  of  any  kind,  shall  be  made  in  labels,  tags  or  brands 
attached  to  the  merchandise,  and  in  the  invoices,  and  in  whatever 
ailvertishig  matter,  sales  promotional  descriptions  or  representations 
may  be  used  in  respect  thereto  however  disseminated  or  published,  to 
the  end  that  misrepresentation  of  the  merchandise  or  deception  of  the 
purchasing  or  consuming  public  may  be  avoided  and  prevented;  and 
it  is  an  unfair  trade  practice  (1)  to  fail  or  refuse  to  make  such  full 
and  nondeceptive  disclosure  through  the  means  stated  and  in  con- 
formity  with  the  requirements  of  this  rule;  or  (2)  otherwise  to  decep- 
tively conceal  the  presence  of  such  metallic  weighting  or  the  percentage 
or  proportion  thereof. 

(b)  The  percentage  or  proportion  of 'such  metallic  weighting  to  be 
disclosed  under  this  rule  shall  be  that  proportion  or  percentage  which 
the  total  weight  of  such  metallic  substance  bears  to  the  total  weight 
of  the  silk  in  its  finished  state ;  subject,  however,  to  the  allowance  of  a 
tolerance  of  five  points '  variation  from  such  stated  percentage  or  pro- 
portion to  the  extent  the  variation  is  due  to  unavoidable  variations  in 
processing  and  not  to  lack  of  reasonable  effort  to  state  the  percentage 
or  proportion  accurately.  The  following  are  illustrative  examples  of  tb^ 
disclosure  provided  for  in  this  rule : 


Hlj 


Silk.  Weighted  25%'* 


or 


"Silk  with  25%  Metallic  Weighting'' 

or 
**Silk  f weighted  25%)  and  Rayon." 

(c)   Nothing  in  this  rule,  however,  shall  l)e  construed  as  prohibitin«' 
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the  making  of  such  disclosure  as  to  weighting  and  the  percentage 
thereof  by  truthfully  and  nondeceptively  disclosing  that  the  weight- 
ing 18  not  over  a  certain  percentage,  or  that  the  weighting  in  such  parts 
of  the  product  as  consist  of  weighted  silk  ranges  from  a  certain  mini- 
mum to  a  certain  maximum  figure,  such  as,  for  example : 
**Silk,  Weighted  up  to  50%" 
''Silk,  Weighted  not  over  50%" 
''Silk,  Weighted  between  25%  and  50%" 
"Silk  with  25%  to  50%  Weighting" 
"Silk,  Weighted  from  25%  to  50%." 
(d)  In  making  disclosure  under  these  rules  as  to  weighting  the  dis- 
closure of  the  fact  that  the  product,  or  respective  part  thereof    is 
weighted  and  of  the  percentage  or  proportion  of  weighting,  shall  be 
made  plainly  and  unequivocally,  also  in  immediate  conjunction  with 
such  representations  of  content  as  are  used,  and  shall  not  be  set  forth 
m   such   manner   as   to    be   misleadingly   or   deceptively    minimized 
obscured,  remotely  placed  or  rendered  inconspicuous. 

(6)  In  case  any  such  product  so  weighted  with  metallic  substance 
is  silk  noil,  the  fact  that  such  is  noil  shall  also  be  disclosed  in  accord- 
ance with  the  requirements  of  Rule  2  and  in  addition  to  said  disclosure 
as  to  weighting  materials— such  as,  for  example : 

"Silk  Noil,  Weighted  25%," 
"Noil  Silk  with  25%  Weighting." 

APPENDIX  II  TO  LINEN  RULES 

Existing  provisions  of  the  Silk  Rules  promulgated  by  the  Federal 
Trade   Commission  November  4,   1938,   respecting  disclosure  of  noil 
silk,  as  referred  to  at  page  302,  herein,  are  as  follows  • 
Rule  2.  Silk  Noil. 

miTn  Jf  ^f  ''  ""^"^n'  '"^  P""^"'"^  ^"  ^^''  operations  incident  to 
manufacture  of  spun  silk.  The  term  -silk  noil"  as  used  in  these  rules 
however,  shall  not  be  construed  as  including  spun  silk,  except  to  the 
extent  such  spun  silk  is  made  of  silk  noil.  For  purposes  of  making,  dis- 
closure, under  these  rules,  as  to  content  of  product,  such  silk  noifmay 
be  designated  as  -Silk  Noil,"  -Noil  Silk,"  -Silk  Waste"  or  -Waste 

J.^\JVfZ'J'  ^'' .'"'''  ''""'^'  "'•  distributing,  or  promoting  the 
sale  or  distribution  of,  any  fiber,  yarn,  thread,  strands,  fabric  or 
garment  or  other  product,  containing  silk  noil  either  in  whole  oi  in 
n?shoi^  1       nondeceptive  disclosure  of  the  presence  of  such  silk 

and   n  H  '"  ^"^'^''  '^'^  ''  ^^"^^  «^^^^  '^  tJ^^  merchandise, 

and  m  the  invoices,  and  m  such  advertising  matter,  sales  promotiona 
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descriptions  or  representations  as  may  be  use,l  in  respect  thereof  how- 
ever d,ssem.„ated  or  published;  and  it  is  an  unfair  trade  practieeTo 
deceptively  conceal  the  presence  of  snch  silk  noil  or  to  failor  ,!^fu^ 
to  make  said  disclosure,  having  the  capacity  and  tendency  or  effSt  o^ 
thereby  mis  eadmg  or  deceiving  the  purchasing  or  consuming  public 

^^-  t^  wot"""?.'''"',  r"'"  '■"•'"  ^'"'•"  "^'"'  --t«"  or  'vSte 
silk,     the  word    'Jioil"  and  "waste- shall  not  be  misleadin.%  or  de 

sS^oS  """""""'   "'"""''   """"''^  '""''''  "^   -"<^-^  ^-- 
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HOSIERY  INDUSTRY 
PROMULGATED  MAY  IS.  1941 


STATEMENT  BY  THE  COMMISSION 
tive  practices  and  unfair  pnmr.^f*-  Prevention  of  various  decep- 

interest  of  ^o:L7t%:ss;ZaTt'Z\:rr^'  v'^ 

more  adequate  protection  from  such  harmful  me^hn^      b-J^ng  public, 
this  end,  provisions  are  included  for  t^  "''  P'-»«««es-  To 

With  reference  to  the  product  of  tl/T"*  '"^"'^''^^  °'  ^'^^'^- 

-  ^in^ rbe^~       --- -- -  ^^^^ 

of  trs:;t;;*;;:rtr'^ft  '^""^'  ^"^  ^^^^^^  -*^"  --  -,ue 

$585,000,000.   In  1940  th    mli"!"^  "  '"''"^^''^  =*  approximately 
000,000  dozens  of  IZ    J  W    !  '^,  "^^'^^'^'^  '«  «^<>«^  <>'  "6  - 

slightly  nio  "thara  th^rnrlrr  '  r"''  'k  '''^  ^''"^^'^  --»>- 
exclusive  of  salesmen  ""^'"^  '*''°^«  ^54,000  persons. 

.iL™S:iTppta;?;tftJ:-^^^^^^^^  -es  was 

a  general  trade  practice  conference  wLh.lT    ^°  *''\'=°'"-««  thereof 

the  Commission,  in  PhiladelphTa    PersySia    If  '\  ''"T"  "' 
proposed  rules  were  considerpHfln^^.T  *  ^"^^  conference 

;;nhe  indust..  to  thermrsirfoTr.rEi\rr "" '-'-'' 

mmap.  study  and  necessary  revision,  a  c«   Xaff  If""""^  ""■*" 
r^es  m  appropriate  form  was  made  avaiZlp  V      n  ^'^P"'"'' 

affected  parties  upon  public  notice  wherebvtW  ""  '"^^''^^t-d  or 
tunity  to  present  their  views  to  he  CoSl  ^-  ""T.  ^"""^'^  «'??«'- 
ent  infonnation,  suggestion  lXe:Z:2'';C'f"'r''  P^'«- 
and  to  be  heard  in  the  premises.  AccoX^  pubHc  h'T  *'  '"'""' 
to  such  notice  was  held  in  Washington  D  C  « '^  ,?"°°  P"''"""* 
P-nted.  or  otherwise  submitted.  '^^^.'r.Z:^:^^:;, 
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Upon  consideration  of  the  entire  matter  final  action  has  been  taken 
by  the  Commission,  whereby  it  has  approved  and  received,  respectively, 
the  mles  hereinafter  appearing  in  Group  I  and  Group  II. 

Such  adjustment  as  may  be  necessary  on  the  part  of  members  of  the 
industry  to  bring  their  labeling  practices  into  harmony  with  these 
rules  shall  be  made  as  promptly  as  possible  and  not  later  than  July  15, 
1941.  This  shall  not,  however,  be  construed  as  permitting  of  the  use 
meanwhile  of  any  existing  or  other  labels,  marks  or  practices  which 
are  false,  misleading  or  deceptive,  or  which  are  otherwise  contrary 
to  law. 

Said  trade  practice  rules  for  the  Hosiery  Industry,  as  promulgated 
by  the  Commission,  are  as  follows: 


THE  RULES 
GROUP  I* 

The  unfair  trade  practices  embraced  in  these  Group  I  rules  are 
considered  to  be  unfair  methods  of  competition,  unfair  or  deceptive 
acts  or  practices,  or  other  illegal  practices,  prohibited  by  acts  of 
Congress  administered  by  the  Federal  Trade  Commission;  and 
appropriate  proceedings  in  the  public  interest  will  be  taken  by  the 
Commission  to  prevent  the  use,  by  any  person,  partnership,  cor- 
poration, or  other  organization,  of  such  unlawful  practices  in 
commerce. 

Such  provisions  of  the  rules  express  requirements  which  are 
applicable  to  all  manufacturers,  importers,  jobbers,  distributors, 
dealers,  or  other  marketers  of  the  products  of  the  industry.  Each 
has  the  definite  responsibility  of  seeing  to  it  that  the  merchandise 
as  advertised,  or  as  introduced  into  or  sold  by  him  in  the  channels 
of  trade  or  commerce,  is  properly  labeled  and  represented  in  keep- 
ing with  the  requirements  of  such  Group  I  rules. 

Rule  1.  Scope  of  Rules — Imports  and  Exports, 

(a)  Except  where  otherwise  re<|uired  by  law,  these  rules  shall  apply 
to  all  hosiery  produ(MHl  in  the  United  States  or  offered  for  sale,  sold  or 
distributed  in  the  American  market. 

(6)  /m/xvi /.v.— imported  hosiery  is  subject  to  these  rules  (and  the 
marking  requirements  herein  specified)  the  same  as  domestic  hosiery, 
irrespective  of  whether  the  hosiery  was  originally  manufactured  in 
the  United  States  and  exported  and  thereafter  imported;  or  whether 
it  was  manufactured  in  a  foreign  country  and  imported  from  such 
foreign  country  or  another  country  into  the  United  States ;  or  whether 
the  hosiery,  foreign  or  domestic,  was  introduced  into  the  American 
market    in    ;.nv    other    wav. 


*  See  page  V'lII  for  headnote  applicable  to  Group  I  Roles. 
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(c)  Exports.— Rosiery  produced  in  the  United  States  for  export  to 
a  foreign  country  need  not  be  marked  in  accordance  with  the  require- 
ments of  these  rules,  except 

(I)  where  such  hosiery,  although  intended  for  export,  or  actu- 
ally exported,  is  subsequently  offered  for  sale  or  sold  for  use, 
consumption  or  resale  within  the  United  States  or  place  subject 
to  its  jurisdiction;  or 

(II)  where  such  hosiery  manufactured  in  the  United  States  for 
export,  or  sold  for  export,  is  marked,  sold  or  exported  in  such 
manner  or  under  such  conditions  as  to  involve  fraud  or  deception, 
or  an  unfair  method  of  competition  against  an  American  com- 
petitor engaged  in  export  trade,  or  a  matter  otherwise  contrary 
to  the  public  policy  qt  the  United  States ;  or 

(III)  where  required  by  the  Wool  Products  Labeling  Act  of 
1939  or  by  other  provisions  of  law. 

KuLE  2.  Definitions. 

For  the  purpose  of  these  rules  and  in  making  disclosure  of  fiber  con- 
tent of  hosiery  as  hereinafter  provided  for,  the  following  definitions 
shall  apply: 

(a)  The  terms  "hosiery"  and  **hose"  mean  hosiery  for  men, 
women  and  children,  including  all  types  and  kinds  of  hose,  stock- 
ings, socks,  anklets,  and  other  related  products  of  the  hosiery 
industry. 

(6)  The  term  '* fiber  content"  means  the  fiber  or  fibers  of  which 
the  yam,  thread,  strands,  fabric  or  fibrous  product  contained  in 
the  hosiery,  or  part  thereof  referred  to,  is  made,  whether  of  silk, 
wool,  reprocessed  wool,  reused  wool  rayon,  cotton  or  linen,  or 
any  animal,  vegetable,  organic,  inorganic,  chemical,  or  other  nat- 
ural or  man-made  fiber,  or  the  mixture  of  two  or  more  of  these. 

(c)  The  term  "silk"  means  the  natural  fiber  derived  from  the 
cocoon  of  the  silkworm,  and  the  yarn,  thread,  strands,  fabric  or 
product  of  such  natural  fiber.  {See  Rules  7  and  8  for  definitions 
and  requirements  as  to  pure  silk,  silk  nml,  weighted  sUk.) 

(d)  The  terms  "wool,"  "reprocessed  wool,"  and  "reused  wool" 
hereunder  shall  have  the  same  meaning  as  that  applied  to  such 
terms  by  and  in  pursuance  of  the  Wool  Products  Labeling  Act  of 
1939. 

(e)  The  word  "rayon"  is  the  generic  term  for  manufactured 
textile  fiber  produced  chemically  from  cellulose  or  with  a  cellulose 
base  and  for  yam,  thread,  strands  or  fabric  made  therefrom,  re- 
gardless of  whether  such  fiber  or  product  be  made  under  the  Vis- 
cose, acetate,  euprammonium,  nitrocellulose,  or  other  process. 
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(/)  The  term  ** cotton**  means  the  fiber  from  or  consisting  of 
the  seed  hairs  of  the  cotton  plant  in  their  natural  form,  and  the 
yam,  thread,  strands  or  fabric  made  thereof. 

(g)  The  word  *' linen**  or  **flax'*  is  the  generic  term  for  tlie 
fiber  of  the  flax  plant  and  for  yarn,  thread,  strands  or  fabric  made 
of  such  fiber  of  the  flax  plant. 

(h)  "Superimposed  decoration'*  means: 

(I)  Any  decorative  design  or  other  decoration  consisting  of 
one  or  more  threads  which  in  the  knitting  of  the  hosiery  is 
superimposed  upon  the  structural  fabric  of  such  hosiery  by  a 
knitting  operation;  and 

(II)  Any  decorative  design  or  other  decoration  embroidered 
onto  the  fabric  either  by  hand  or  by  machine  after  the  knitting 
operation  has  been  completed. 

(i)  The  term  * 'bundle  goods**  means  work  socks,  skating  and 
ski  socks,  and  other  heavy  socks,  weighing  not  less  than  one  pound 
per  dozen  pairs  and  packed  in  bundles  and  sold  therein  through 
the  channels  of  trade  and  to  the  consuming  public. 

Rule  3.  ** Lisle  Cotton*'  or  ''Cotton  Lisle.r 

(a)  It  is  an  unfair  trade  practice  to  use  the  term  "lisle  cotton"  or 
"cotton  lisle,'*  or  words,  terms  or  representations  of  similar  import, 
as  descriptive  of  hosieiy,  or  any  part  thereof,  when  the  yam  of -such 
hosiery  or  part  thereof  so  described  is  not  composed  of  cotton  lisle  or 
when  said  description  or  representation  is  otherwise  false,  misleading 
or  deceptive.  For  purposes  of  meeting  the  foregoing  requirements  of 
this  rule  and  to  avoid  confusion,  misunderstanding  and  deception  of 
the  public,  cotton  lisle  as  used  in  hosiery  is  defined  as  two  or  more  ply 
yam  of  combed  long  staple  cotton,  the  ply  twist  of  which  is  not  less 
than  the  turns  per  inch  indicated  in  the  following  table : 


2-Ply 

3-Ply 

4-Ply 

Mini- 

Approximate 

Mini- 

Approximate 

Mini- 

Approximate 

Count 

mum 

Twist 

mum 

Twist 

mum 

Twist 

Twist 

Multiplier 

Twist 

Multiplier 

Twist 

Multiplier 

30 

16 

4% 

13 

i% 

11 

40 

19 

iV* 

15 

i% 

13 

50 

21 

4H 

17 

4% 

14 

•0 

23 

4% 

18 

4^ 

15 

70 

25 

4H 

20 

4% 

17 

80 

27 

VA 

21 

4H 

18 

4 

90 

28 

4V4 

23 

4% 

19 

100 

29 

4V4 

24 

4% 

20 

120 

31 

4V4 

26 

4% 

28 

140  & 

higher 

?.:i 

4% 

1 

28 

4H 

24 

4 
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(NOTE. — The  minimum  twist  of  intermediate  counts  not  given  should 
be  in  proportion  to  those  given  in  the  table.  The  average  results  of  tests 
for  number  of  turns  of  twist  in  a  yam  shall  be  reported  to  the  nearest 
whole  number. 

Yams  having  more  than  4  plies  shall  have  not  less  than  the  number 
of  turns  given  for  the  4-Ply  yarn,  minus  1  turn  for  each  additional  ply 
above  4;  that  is,  for  each  additional  ply  above  4,  1  turn  per  inch  may  be 
deducted  from  the  minimum  number  of  turns  given  for  the  4-Ply  yarn.) 

(h)  The  term  *Uong  staple  cotton''  as  used  in  this  rule  is  under- 
stood to  mean  cotton  which  is  not  less  than  1%"  in  length  of  staple; 
provided,  however,  that  nothing  in  this  rule  shall  be  constmed  as  pro- 
hibiting the  use  of  cotton  which  is  not  less  than  1^"  in  lenf  th  of  staple 
for  the  counts  of  35  and  less  above  referred  to. 

(c)  Nothing  in  this  rule  shall  be  construed  as  prohibiting  the  use 
of  the  term  ** lisle*'  to  refer  to  hosiery  or  designated  part  thereof  which 
is  composed  of  cotton  lisle  meeting  the  foregoing  requirements  of  this 
rule,  provided  such  hosiery  bears  at  least  one  clear  and  conspicuous 
mark  definitely  showing  that  such  hosiery  or  designated  part  thereof 
is  cotton,  as  for  example,  '* Cotton  Lisle,"  **A11  Cotton,"  *' Lisle  Body 
Made  of  Cotton, ' '  etc. ;  and  provided  further,  no  deception  is  practiced 
in  respect  to  the  fiber  content  of  such  hosiery. 

Rule  4.   Combed  or  Carded  Yarn  or  Fiber. 

It  is  an  unfair  trade  practice  (a)  to  cause  any  hosiery  to  be  sold  or 
distributed  under  marks,  labels,  advertisements,  representations  or 
selling  methods  which  have  the  capacity  and  tendency  or  effect  of  mis- 
leading or  deceiving  the  purchasing  or  consuming  public  into  the  belief 
that  the  yarn  or  fiber  in  such  hosiery  is  combed  yarn  or  fiber  when  such 
is  not  the  fact,  or  that  the  yam  or  fiber  is  carded  yarn  or  fiber  when 
such  is  not  the  fact;  or  (6)  to  promote  the  sale  or  distribution  of  hosiery 
under  any  other  misrepresentations  or  deceptive  selling  methods  con- 
cerning the  combed  or  carded  condition  of  the  yam  or  fiber  in  such 
hosieiy. 

Rule  5.  ''Crepe.'* 

(a)  It  is  an  unfair  trade  practice  to  use  the  word  ''crepe"  or  word, 
term  or  representation  of  similar  import,  as  descriptive  of  hosiery,  or 
any  part  thereof,  when  the  hosiery  or  part  thereof  so  described  is  not 
in  fact  crepe  or  when  said  description  or  representation  is  otherwise 
false,  misleading  or  deceptive.  For  purposes  of  meeting  the  foregoing 
requirements  of  this  rule  and  to  avoid  confusion,  misunderstanding  and 
deception  of  the  public,  '* crepe"  is  defined  in  respect  to  hosiery  as  silk 
yarn  in  which  the  total  of  turns  in  both  the  initial  and  final  twists  is  at 
least: 

100  turns  per  inch  for  two-thread 
80  turns  per  inch  for  three-thread 
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60  turus  per  inch  for  four-thread 

50  turns  per  inch  for  five-thread  and  over. 

At  least  50%  of  these  minimum  twist  requirements  must  be  in  the 
initial  twist,  which  may  be  either  right  or  left,  or  both.^ 

(6)  Nothing  in  this  rule  shall  be  construed  as  prohibiting  the  use 
of  the  word  ** crepe"  as  descriptive  of  other  fiber  made  of  a  construc- 
tion having  the  above  described  minimum  twist  requirements,  provided 
such  word  ** crepe''  is  clearly  and  nondeceptively  qualified,  in  immedi- 
ate conjunction  therewith,  by  the  name  of  the  fiber  or  fibers  comprising 
the  product  referred  to,  set  forth  in  the  order  of  their  predominance  by 
weight;  su*h  as,  for  example:  ** Rayon  and  Silk  Crepe"  or  ''Cotton 
and  Silk  Crepe, ' '  each  fiber  named  being  present  in  substantial  propor- 
tion. This  paragraph  shall  not  be  construed  as  relieving  anyone  of  the 
necessity  of  meeting  the  requirements  of  other  rules  as  to  designation 
and  disclosure  of  fiber  content. 

KuLE  6.  "Bingless." 

It  is  an  unfair  trade  practice,  in  offering  for  sale,  selling,  describing, 
branding,  labeling,  advertising,  representing  or  promoting  the  sale  or 
distribution  of  hosiery,  to  use  the  term  **ringless"  as  descriptive  of 
silk  or  silk-bodied  hosiery  when  it  has  not  been  manufactured  by  the 
so-called  **ringless"  method  or  process  of  hosiery  manufacture  and  is 
not  in  fact  without  "rings"  in  the  fabric,  or  deceptively  to  use  such 
term  "ringless"  as  descriptive  of  any  other  hosiery  which  is  not  with 
out  rings  in  the  fabric. 

(NOTE. — In  the  "ringless"  method  or  process  of  hosiery  manufacture 
referred  to  in  this  rule,  no  two  courses  of  any  three  consecutive  courses 
are  knit  from  the  same  cone  of  yarn.) 

Rule  7.  Pure  Silk. 

(a)  It  is  an  unfair  trade  practice  to  use  the  term  or  phrase  "Pure 
Silk,"  ''All  Silk,"  "Pure  Dye  Silk,"  or  the  distinctive  term  or  phrase 
"Pure  Dye"  or  the  unqualified  word  "Silk,"  or  any  other  word, 
term,  phrase,  designation  or  representation  of  similar  import,  as  de- 
scriptive of  any  hosiery,  or  yam,  thread,  strands  or  fabric  therein,  (1) 
the  fiber  content  of  which  is  not  silk  exclusively;  or  (2)  which  contains 


1  The  foUowinR  are  illustrative  examples  of  the  above  minimum  twiiit  re<iu{rements : 
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any  metaUic  weigiiting  whatsoever;  or  (3)  which  contains  any  loading 
or  adulterating  materials,  or  other  foreign  or  added  substance  or  ma° 
terial  (except  the  necessary  dyeing  and/or  finishing  materials  required 
to  produce  the  color  and  finish  of  the  product).  Such  necessary  dyeing 
and/or  finishing  materials  shall,  however,  in  no  case  exceed  10%  in  the 
aggregate,  except  black,  which  shall  not  exceed  15%  in  the  aggregate. 
These  percentages  shall  be  computed  upon  the  weight  of  the  silk  in 
Its  finished  state.2  Nothing  in  this  rule  shall  be  construed  as  permitting 
the  use  of  dyeing  or  finishing  materials,  either  within  or  in  excess  of 
such  10%  and  15%  limits,  for  the  purpose  or  with  the  result  of  thereby 
deceptively  loading  the  product  with  excess  or  unnecessary  dyeing  or 
finishing  materials. 

(6)  Silk  NoU.—For  purposes  of  these  rules  silk  noil  is  defined  as 
waste  silk  produced  in  the  operations  incident  to  the  manufacture  of 
spun  silk.  In  specifically  naming  such  fiber  when  making  disclosure  of 
fiber  content  of  hosiery  under  these  rules,  the  disclosure  shall  show 
that  such  fiber  is  noil  silk  or  waste  silk,  as  for  example.  "Noil  Silk  " 
"Silk  Noil,  "-Waste  Silk,  "-Silk  Waste." 
Rule  8.    Weighted  Silk. 

(a)  Pull  and  nondeceptive  disclosure  of  the  presence  of  metallic 
weighting  in  hosiery,  together  with  the  proportion  or  percentage 
thereof,  shall  be  made  in  immediate  conjunction  with  the  name  of  the 
fiber,  by  transfer,  stamp,  mark,  label,  rider  ticket  or  tag  attached  to 
the  product,  and  in  invoices,  price  lists,  catalogues,  and  whatever  ad- 
vertising and  sales  promotional  descriptions  or  representations  thereof 
may  be  used,  however  disseminated  or  published,  to  the  end  that  mis- 
representation of  the  merchandise  or  deception  of  the  purchasing  or 
consummg  public  may  be  avoided  and  prevented ;  and  it  is  an  unfair 
trade  practice  (1)  to  fail  or  refuse  to  make  such  full  and  nondeceptive 
disclosure  through  the  means  stated  and  in  conformity  with  the  require- 
ments of  this  rule;  or  (2)  otherwise  to  deceptively  conceal  the  presence 
of  such  metallic  weighting  or  the  percentage  or  proportion  thereof. 

(b)  The  percentage  or  proportion  of  such  metallic  weighting  to  be 
disclosed  under  this  rule  shaU  be  that  proportion  or  percentage"  which 
the  total  weight  of  such  metallic  substance  bears  to  the  total  weio^ht  of 
the  silk  m  its  finished  state  ;^  subject,  however,  to  the  allowance  of  a 
tolerance  of  five  points^  variation  from  such  stated  percentage  or  pro- 
portion to  the  extent  the  variation  is  due  to  unavoidable  variations 
in  processing  and  not  to  lack  of  reasonable  effort  to  state  the  percentage 
or  proportion  accurately.  The  following  are  illustrative  examples  of  the 
disclosure  provided  for  in  this  rule  with  respect  to  such  weighted  silk 
contained  in  the  hosiery : 


•It  is  deemed  proper  practice  to  make  these  computations  on  the  basis  of  standard  «tmn. 
Phene  conditions   (relative  humidity  66  per  ce„t-4emperature  70  de^re^" Fahrenheit)        ^' 
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When  the  hose  is  composed  throughout  of  silk  with  25%  weighting 


ti 


<i 


Silk,  Weighted  25%" 
or 
Silk  with  257c  Metallic  Weighting" 

or 
Silk,  Weighted  up  to  25%." 


<<i 


When  the  body  of  the  hose  is  composed  wholly  of  silk  with  25% 
weighting: 

Silk  Body,  Weighted  25%" 
or 


II I 


i< 


Silk  Body  with  25%  MetaUic  Weighting" 


or 


II 


Silk  Body,  Weighted  up  to  25%." 


When  the  hose  is  composed  throughout  of  silk  and  rayon,  each  pres- 
ent in  substantial  proportion,  the  predominant  fiber,  however,  being 
silk  containing  25%  metallic  weighting: 


i< 


Silk  (Weighted  25%)  and  Rayon." 


(c)  Nothing  in  this  rule,  however,  shall  be  construed  as  prohibiting 
the  making  of  such  disclosure  as  to  weighting  and  the  percentage 
thereof  by  truthfully  and  nondeceptively  disclosing  that  the  weighting 
is  not  over  a  certain  percentage,  or  that  the  weighting  in  such  parts 
of  the  product  as  consist  of  weighted  silk  ranges  from  a  certain  mini- 
mum to  a  certain  maximum  figure,  such  as,  for  example: 

'*Silk,  Weighted  up  to  50%" 
*'Silk,  Weighted  Not  Over  50%" 
**Silk,  Weighted  Between  25%  and  50%"  '' 

Silk  with  25%  to  50%  Weighting" 
Silk,  Weighted  from  25%  to  50%." 


II I 


II 


(d)  In  case  any  such  product  so  weighted  with  metallic  substance 
is  silk  noil,  the  fact  that  such  is  silk  noil  shall  also  be  disclosed  in 
addition  to  said  disclosure  as  to  weighting  materials,  as  for  example: 

*  *  Silk  Noil,  Weighted  25  %  " 
'^Noil  Silk  with  25%  Weighting." 

Silk  noil  is  defined,  for  purposes  of  these  rules,  as  waste  silk  pro- 
duced in  the  operations  incident  to  the  manufacture  of  spun  silk,  as 
provided  in  Rule  7  (6). 

(e)  The  designation  of  weighting  and  percentage  thereof  provided 
for  in  the  foregoing  paragraphs  of  this  Rule  8  shall  bo  made  in  im- 
mediate conjunction  with  the  name  of  the  fiber  auH  sliiill  be  such  as 
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fully  meets  the  requirements  of  Rule  13  against  deceptive  set-up  or 
arrangement. 

Rule  9.  Disclosure  and  Description  of  Fiber  Content. 

(For  special  provision  regarding  woolen  hosiery,  see  paragraph  (q)  of 
this  rule.) 

In  the  sale  or  distribution  of  hosiery,  whether  composed  of  but  one 
fiber  or  of  two  or  more  fibers,  full  and  nondeceptive  disclosure  of  the 
fiber  content  of  the  hosiery  shall  be  made  in  accordance  with  the  pro- 
visions hereinafter  set  forth  in  this  rule,  to  the  end  that  the  purchas- 
ing and  consuming  public  may  be  correctly  informed  as  to  the  content 
of  such  hosiery  and  that  thereby  deceptive  concealment  and  misrepre- 
sentation in  respect  thereto,  and  other  unfair  methods  of  competition 
or  unfair  or  deceptive  acts  or  practices,  in  the  marketing  of  such 
hosiery  in  the  channels  of  trade  and  to  the  consuming  public,  may 
be  avoided  and  prevented.  It  is  an  unfair  trade  practice  to  conceal 
the  presence  of  any  fiber  constituent  of  such  hosiery  or  to  fail  or 
refuse  to  make  said  disclosure  of  such  fiber  content  in  accordance 
with  the  following  subsections  of  this  rule,  such  concealment  or  non- 
disclosure having  the  capacity  and  tendency  or  effect  of  misleading 
or  deceiving  the  purchasing  or  consuming  public. 

(a)  Naming  of  Fibers  in  Order  of  Predominance. — In  making  the 
required  disclosure  of  fiber  content  under  this  rule,  the  respective 
fiber  or  fibers  of  which  the  hosiery  is  composed  shall  be  designated  and 
set  forth;  and  where  the  hosiery  is  composed  of  two  or  more  fiber 
constituents,  the  name  and  designation  of  each  fiber  shall  be  set  forth 
in  the  order  of  its  predominance  by  weight,  beginning  with  the  largest 
single  constituent,  such  as,  for  example, 

''Rayon  and  Silk" 

or 

''Cotton  and  Silk" 

or 

"Rayon,  Cotton,  and  Silk," 

subject,  however,  to  the  permissive  variations  and  other  provisions 
hereinafter  set  forth  in  the  subsections  of  this  Rule  9.  (See  paragraph 
(I)  below  for  provision  as  to  exclusion  of  seaming  and  looping  threads, 
rubber  elastic  threads,  and  webbing.) 

(6)  Disclosure  by  Transfer,  Mark,  Stamp,  Rider  Ticket,  Label  or 
Tag. — Said  disclosure  of  fiber  content  shall  be  made  on  at  least  one 
stocking  of  each  pair,  by  the  use  of  either  a  transfer,  mark,  stamp, 
rider  ticket,  label  or  tag  clearly  and  nondeceptively  setting  forth  the 
fiber  content  of  the  hosiery,  attached  and  done  in  such  manner  as  to 
carry  through  the  ordinary  channels  of  trade  to  the  ultimate  consumer 
and  be  appropriate  in  the  sale  or  resale  of  the  article  to  the  purchasing 
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and  consuming  public,  thereby  rendering  further  or  additional  label- 
ing as  to  fiber  content  unnecessary  so  long  as  the  proper  transfer, 
mark,  stamp,  rider  ticket,  label  or  tag  affixed  by  the  manufacturer, 
importer,  or  other  first  seller  remains  on  the  article  and  the  fiber  con- 
tent of  the  product  has  not  been  changed.  This  shall  not,  however,  be 
construed  as  relieving  dealers  or  other  vendors  of  any  of  their  respon- 
sibility of  seeing  to  it  that  the  hosiery  as  sold  by  them  bears  a  proper 
and  appropriate  transfer,  mark,  stamp,  rider  ticket,  label  or  tag  dis- 
closing the  information  required  by  these  rules  and  is  not  falsely  or 
deceptively  labeled  nor  otherwise  marked,  advertised,  represented  or 
offered  for  sale  in  a  manner  contrary  to  the  provisions  of  these  rules. 
{See  paragraphs  (c)  and  (p),  respectively,  helmv  for  provisions  as  to 
marking  hosiery  sold  in  sealed  containers  and  as  to  marking  hiindlo 
goods.) 

(c)  Marking  Sealed  Containers.—ln  respect  of  hosiery  which  is 
packed  and  marketed  in  sealed  containers  of  one  pair  each,  the  marking 
required  by  these  rules  may  be  placed  upon  such  container  in  lieu  of 
being  affixed  directly  to  the  hose,  provided  such  container,  with  the 
hose  therein,  remains  intact  and  unbroken  until  after  delivery  to  the 
Ultimate  consumer,  and  provided  further  that  such  marking  of  the 
f^ontainer  involves  no  deceptive  or  misleading  tendencies  or  effects  and 
IS  fully  adequate  to  inform  purchasers  and  consumers  of  the  required 
information.  (This  provision  shall  not  be  construed  as  relieving  anyone 
of  the  necessity  of  properly  marking  the  hose  itself  if  by  reason  of  the 
type  of  container  or  othen^-ise  the  hose  is  likely  to  be  removed  from 
Mjch  container  before  sale  to  the  ultimate  consumer.) 

(d)  Disclosure  in  Catalogues,  Sales  Literature,  Price  Lists.  Etc.— 
Said  disclosure  of  fiber  content  shall  also  be  made  in  whatever  cata- 
logues, price  lists  and  sales  promotional  literature  descriptive  of  the 
product  are  used  in  selling  or  promoting  the  sale  of  the  hosiery. 
Nothing  in  these  rules  shall  be  construed  as  relieving  anyone  of  the 
necessity  of  making  such  other  and  further  disclosure  as  to  fiber  con- 
tent in  sales  documents  passing  from  seller  to  purchaser  as  may  be 
necessary  to  avoid  and  prevent  the  sale  or  resale  of  the  hosiery  under 
deceptive,  misleading  or  unfair  practices. 

(6)  Disclosure  in  Other  Advertising  Media.— yiothlng  in  these  rules 
=ihall  be  construed  as  relieving  anyone  of  the  necessity  of  making  said 
disclosure  of  fiber  content  in  magazine,  newspaper  or  other  advertising 
aiattei-  in  instances  where  such  is  required  by  existing  trade  practice 
rules  or  where  it  is  otherwise  necessary  in  order  to  avoid  deceptive, 
misleading  or  unfair  practices. 

(/)  Disclosure  of  Fiber  Content  in  Invoices.—ln  respect  to  dia- 
closure  of  fiber  content  in  invoices,  if  because  of  a  multiplicity  of  items 
of  different  fiber  composition  it  is  not  feasible  to  have  the  fiber  content 
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of  the  different  numbers  or  items  set  out  on  the  face  or  back  of  the 
invoice  or  otherwise  specifically  listed  therein,  a  statement  in  lieu  of 
^nch  specific  listing  of  fiber  content  in  the  invoice  may  be  set  forth  in 
'nich  invoice  to  the  effect  that  the  seller  warrants  that  each  and  every 
item  coming  under  these  rules  and  covered  by  such  invoice  is  properly 
marked  and  labeled  as  to  content  in  full  conformity  with  the  provisions 
of  these  rules,  provided  such  products  are  so  labeled  and  marked  prop- 
erly, and  provided  further,  no  false  or  misleading  designations  or  rep- 
resentations are  used,  nor  any  other  deception,  direct  or  indirect,  is 
practiced  in  or  by  means  of  such  invoice.  The  following  is  an  example 
of  the  above-mentioned  warranty  statement  to  be  set  out  on  invoices 
under  the  provisions  of  this  paragraph  : 

*'The  seller  hereby  warrants  that  the  fiber  content  of  the  prod- 
ucts covered  by  this  invoice  are  clearly  and  truthfully  disclosed 
and  marked  in  tags,  labels  or  brands  attached  to  the  respective 
products,  in  accordance  with  the  provisions  of  the  trade  practice 
rules  for  the  Hosiery  Industry.'* 

(xoTE. — In  respect  of  hosiery  subject  to  the  Wool  Products  Labeling 
Act  of  1939,  such  warranty  statement  on  the  invoice  may  be  in  the 
form  of  the  separate  guaranty  provided  for  by  said  Act  and  the  rules 
and  regulations  thereunder.) 

((/)  Oeneric  Names  and  Qualifications  Thereof. — In  designating  fibers 
under  these  rules,  the  common  generic  name  of  each  specifically  named 
fiber  shall  be  used  and  shall  be  qualified  bj^  such  adjectives  as  to  kind  or 
character  of  the  respectively  named  fiber  as  may  be  provided  for  in 
any  of  these  trade  practice  rules  or  as  may  otherwise  be  required  by 
law  or  be  necessary  for  the  avoidance  of  deception  or  unfair  methods 
or  practices.  Such  terms  as  **Durene,"  ''Mercerized,"  ** Acetate," 
*'Bemberg,"  shall  not  be  used  as,  or  in  lieu  of,  the  common  generic 
name  of  the  fiber  referred  to  but  shall  be  accompanied  by  such  common 
generic  name  as,  for  example,  ''Durene  Cotton,"  ''Mercerized  Cot- 
ton," "Acetate  Rayon,"  "Bemberg  Rayon."  Neither  shall  any  such 
term  or  other  term,  designation  or  representation  be  used  when  not 
wholly  truthful  and  free  from  deceptive  or  misleading  tendencies  or 
effects. 

(h)  Use  of  ^*Rayon^^  as  Generic  Term. — In  designating  rayon  fiber 
present  in  the  hosiery,  either  in  whole  or  in  part,  the  term  "rayon" 
shall  be  used  as  the  generic  name  of  such  fiber,  regardless  of  whether 
it  be  made  by  the  acetate,  viscose,  cuprammonium,  nitrocellulose,  or 
other  process;  provided,  however,  that  nothing  in  this  rule  shall  be 
construed  as  prohibiting  the  proper  qualification  of  such  word  "rayon" 
by  an  adjective  or  other  qualifying  term  or  phrase  which  nondecep- 
tively  indicates  the  process  by  which  such  rayon  was  produced  or  the 
particular  brand  name  of  such  rayon,  such  as,  for  example,  "Acetate 
Rayon,"  "Celanese  Rayon,"  etc. 
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(i)  Disclosure  of  Percentages.— In  makinrr  disclosure  of  fiber  con- 
tent of  hosiery,  the  percentage  of  each  specifically  named  fiber  shall 
also  be  fully  and  nondeceptively  disclosed  in  each  of  the  following 
circumstances : 

(I)  Where  such  specifically  named  fiber  is  present  in  an  amount 
not  exceeding  5%  by  weight  of  the  whole  hose,  the  percentage 
must  also  be  given,  as  for  example,  '*5%  Silk;'*  **4%  Rayon.*' 
(Where  fiber  comprising  such  small  amounts  is  not  specifically 
named,  the  provisions  of  paragraph  (At)  of  this  Rule  9  may  be 
followed.) 

(II)  Where  the  omission  or  failure  to  disclose  the  percentage 
of  any  fiber  or  fibers  has  the  capacity  and  tendency  or  effect  of 
causing  the   purchasing  or  consuming  public   to   be   misled   or 

deceived,  the  percentages  of  such  fibers  shall  likewise  be  stated, 

to  avoid  such  deceptive  or  misleading  results. 

(Ill)  Where  percentages  are  otherwise  required  by  law  to  be 
stated. 

(NOTE.— While  the  foregoing  subdivisions  of  paragraph  (i)  of  this 
Rule  9  may  not  necessarily  require  the  disclosure  of  percentages  in  all 
hosiery,  it  is  nevertheless  deemed  proper  and  desirable— (in  the  interest 
of  promoting  fair  methods  of  competition  and  the  protection  of  the 
purchasing  and  consuming  public  from  confusion,  deception,  and  un- 
fair practices)— that  the  percentage  of  each  specifically  named  fiber 
present  be  given  in  all  instances  where  the  hosiery  is  composed  of  two 
or  more  fibers,  such  as,  for  example: 

"50%  Rayon 
25%  Silk 
26%  Cotton" 

"70%  Rayon 
30%  Silk" 

"60%  Silk 
40%  Cotton.") 

(;)  Tolerances  for  Calculating  Percentages  Provided  for  in  Para- 
graph (i)  .-—For  purposes  of  determining  the  percentages  provided  for 
in  the  foregoing  paragraph  (i)  of  this  Rule  9,  a  tolerance  of  not  ex- 
ceeding: 3%  shall  be  allowed  where  such  tolerance  is  necessary  due  to 
unavoidable  variations  or  due  to  the  infeasibility  of  more  accurately 
calculating  the  percentages  of  the  different  fibers  present.  In  cases, 
however,  where  representations  are  made  to  the  effect  that  hosiery 
contains  certain  fiber  or  fibers  in  not  less  than,  or  in  not  more  than, 
a  certain  amount  or  percentage,  no  tolerance  shall  be  allowed.  In  cases 
where  representations  are  made  to  the  effect  that  hosiery  is  composed 
wholly  of  but  one  fiber,  no  tolerance  shall  be  allowed  for  any  other 
fiber  or  fibers  which  have  been  added  in  making  up  the  fiber  composi- 
tion of  the  yam,  fabric,  or  product 
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(A;)  Five  Per  Cent  Miscellaneous  Fibers — Use  of  Terms  ** Other 
Fibers*'  and  ** Miscellaneous  Fibers.** — In  making  disclosure  of  fiber 
content,  the  term  ** Other  Fibers,"  ** Miscellaneous  Fibers,"  or  **Misc. 
Fibers"  may  be  used  to  designate  miscellaneous  fibers  which  are 
present  in  the  hosiery  in  an  aggregate  amount  not  exceeding  5^  by 
weight  of  the  entire  hose,  provided  the  remaining  fiber  constituents  of 
the  hose  are  fully  and  nondeceptively  disclosed  in  accordance  with 
the  hereinabove  stated  provisions  of  this  Rule  9,  as  for  example,  **Silk 
and  Other  Fibers,"  ** Rayon  and  Miscellaneous  Fibers."  However,  such 
miscellaneous  fibers  which  are  present  in  an  aggregate  amount  not  ex- 
ceeding 5%  need  not  be  mentioned  at  all  where  a  minimum  of  95%  of 
the  entire  fiber  content  of  the  hose  is  fully  and  nondeceptively  dis- 
closed by  stating,  in  the  order  of  predominance  by  weight,  the  name 
and  percentage  of  each  respective  fiber  constituting  such  95%,  as  for 
example,  *'95%  Rayon"  or  *'55%  Rayon,  40%  Silk;"  provided,  that 
no  deception  is  practiced  in  respect  of  such  omission. 

{I)  Seaming  or  Looping  Threads,  Rubber  Elastic  Threads,  and 
Webbing  of  Superimposed  Garter. — In  making  disclosure  of  the  fiber 
content  of  hosiery  under  this  Rule  9,  necessary  seaming  and  looping 
threads,  rubber  elastic  threads,  and  webbing  constituting  part  of  a 
superimposed  garter,  may  be  omitted,  unless  deceptive  or  unfair  prac- 
tices are  involved  in  such  omission  or  unless  some  representation  is 
made  as  to  the  composition,  kind  or  character  of  such  threads  or  web- 
bing, in  which  event  full  and  nondeceptive  disclosure  of  the  fiber  con- 
tent of  the  threads  or  webbing  referred  to  shall  be  made  as  required 
in  the  case  of  other  parts  of  the  hose  and  such  other  steps  shall  be 
taken  as  may  be  necessary  to  avoid  deceptive  or  unfair  practices  and 
to  prevent  the  purchasing  or  consuming  public  from  being  misled  or 
deceived. 

(m)  Decorations — Clocks,  Stripes,  Etc. — The  fiber  content  of  decora- 
tions such  as  clocks,  stripes,  etc.,  whether  superimposed  on  the  hosiery 
or  knitted  into  the  fabric  of  the  hose  as  an  integral  part  thereof,  shall 
be  disclosed, 

(I)  either  by  including  the  same  as  part  of  the  disclosure  of 
fiber  content  of  the  hose  to  be  set  forth  under  the  foregoing  provi- 
sions of  this  rule ; 

(II)  or  by  specifically  naming  the  fiber  content  of  such  clocks, 
stripes,  or  other  decorations,  as  for  example,  **Silk  Clock,"  ** Rayon 
Stripe,"  etc.,  such  designation  to  be  set  forth  clearly  and  nonde- 
ceptively in  immediate  conjunction  with  the  statement  of  fiber 
content  of  the  other  parts  of  the  hose. 

Exception  as  to  5%  Superimposed  Decoration. — ^In  the  case, 
however,  where  such  decorations  are  superimposed  decorations 
and  comprise  only  a  small  amount  of  fiber  not  exceeding  5%  of  the 
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entire  fiber  content  of  the  hose  and  no  deception  in  respect  thereto 
is  practiced,  the  fiber  content  of  such  decoration  need  not  be 
stated  unless  some  representation  is  made  as  to  the  character, 
nature,  content  or  properties  of  such  decoration,  in  which  event 
the  fiber  content  thereof  shall  be  truthfully  and  nondeceptively  set 
forth  in  accordance  with  the  foregoing  provisions  of  this  para- 
graph (m)  and  such  other  steps  shall  be  taken  as  may  be  necessary 
to  avoid  deceptive  or  unfair  practices.  Likewise  if,  by  use  of  the 
word  **air'  or  of  percentages  which  total  100%,  or  by  other  means, 
the  fiber  content  of  the  hose  is  described  in  such  manner  as  to  i-ep 
resent  or  directly  imply  that  it  comprises  the  entire  fiber  content 
of  the  hose  including  such  superimposed  decoration,  then  the  fore- 
going exception  as  to  5%  superimposed  decoration  shall  not  apply, 
but  the  stated  fiber  content  shall  either  truthfully  include  such 
superimposed  decoration,  or  there  shall  be  added  a  statement  that 
the  designated  fiber  content  is  exclusive  of  such  superimposed 
decoration;  as  for  example: 

*'A11  Silk 

Exclusive  of  Decorations" 

or 

'*100%  Silk 

Except  Clocking." 

(n)  Disclosure  by  Sections  of  Hosiery. — In  instances  where  the 
several  sections  of  the  hosiery  are  of  different  fiber  composition,  the 
fiber  content  of  the  hosiery  may  be  disclosed  under  this  rule  by  giving 
the  respective  fiber  content  of  each  section  as  it  exists  within  the 
section,  stating  the  fibers  within  each  such  section  in  their  order  of 
predominance  by  weight,  beginning  with  the  largest  single  constituent 
within  the  section.  If  any  fiber  so  named  is  not  present  in  the  section 
to  the  extent  of  at  least  5%  of  the  section  by  weight,  the  percentage 
thereof  shall  also  be  given  and  such  other  steps  shall  be  taken  a.s  may 
be  necessary  to  prevent  deception  or  unfair  practices  in  respect  of 
such  fiber  or  section.  The  same  limitations  shall  apply  to  disclosure 
by  sections  under  this  paragraph  as  are  applicable  in  cases  where 
disclosure  of  fiber  content  is  made  on  the  basis  of  the  article  as  a  whole. 
In  making  disclosure  by  sections  of  the  hose  under  this  paragraph, 
the  respective  sections  to  which  the  several  designations  apply  shall 
be  plainly  indicated  in  such  manner  as  not  to  be  misleading  or  decep- 
tive; and  tj-pes  of  designations  which  purport  to  be  applicable  to 
sections  or  parts  of  the  hose  to  which  they  are  not  truthfully  applicable 
shall  be  avoided.  The  following  are  recognized  as  appropriate  sections 
of  hosiery  for  purposes  of  makinir  said  disclosure  of  fiber  content  by 
sections : 

(I)   "Body"  or  ''Leg"   (Inclndes  leg  and   instep  and   is  that 
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section  of  a  stocking  which  starts  immediately  below  the  top,  welt, 
or  cuff  and  extends  through  the  length  of  the  stocking,  exclusive 
of  the  heel,  toe,  and  sole). 

(II)  *'Top"  or  *'Welt"   (Includes  welt  and  shadow  welt,  if 
any). 

(III)  **Foot"  or  **Heel,  Toe,  and  Sole/' 

(o)  Tolerances  for  Determining  Predominance  hy  Weight. — ^Pro- 
vided no  false,  deceptive  or  unfair  practices  ensue,  the  order  of  pre- 
dominance by  weight  of  the  respective  fibers  present  in  a  specific  style 
of  hosiery  made  in  the  full  range  of  sizes  may  be  based  on  the  respective 
weights  of  the  fibers  in  the  following  average  size  in  such  style : 

Women's  hosiery    Size    9i/^ 

Misses '  hosiery   Size    9 

Men 's  hosiery   Size  11 

Boys'  half -hose  and  anklets Size    9 

Boys'  golf  hosiery  Size  10 

Children 's  hosiery   Size    8 

Infants '  hosiery    Size     5 

(p)  Marking  of  Bundle  Goods, — Any  bundle  goods,  which  by  reason 
of  the  nature  of  their  fabric  cannot  take  a  transfer  of  stamp,  may  be 
marked  under  these  rules  by  rider  ticket  or  label  firmly  attached  to 
each  pair  of  the  hosiery  in  the  bundle.  Where,  however,  it  is  not  feasible 
to  use  either  transfer,  stamp,  or  rider  ticket,  the  information  required 
to  be  disclosed  may  be  set  forth  on  an  insert  placed  in  one  stocking  of 
each  pair,  such  insert  to  be  of  such  form  and  character  as  will  remain 
with  the  hosiery  through  the  channels  of  trade  until  received  by  the 
ultimate  consumer-purchaser.  No  insert  shall  be  used  in  lieu  of  transfer, 
stamp,  or  rider  ticket,  or  otherwise,  for  the  purpose  or  with  the  result 
of  thereby  aiding  dealers,  resellers  or  vendors  to  remove  the  disclosure 
required  by  these  rules  and  prevent  such  information  from  reaching 
purchasers  or  consumers.  (For  definition  of  bundle  goods,  see  paragraph 
(i)  of  Rule  2.) 

(q)  Hosiery  Subject  to  Wool  Products  Labeling  Act. — Notwith- 
standing any  of  the  provisions  of  these  rules,  hosiery  which  contains, 
or  purports  to  contain,  wool,  reprocessed  wool  or  reused  wool  shall 
be  marked  in  accordance  with  the  requirements  of  the  Wool  Products 
Labeling  Act  of  1939  and  the  rules  and  regulations  thereunder  when 
such  shall  have  become  effective.  This  provision,  however,  shall  not  be 
deemed  to  relieve  anyone  of  the  necessity  of  complying  with  such 
provisions  herein  set  forth  as  relate  to  matters  not  covered  by  such 
Wool  Products  Labeling  Act  of  1939  or  the  rules  and  regulations 
issued  under  such  Act.  Nor  shall  any  of  the  provisions  herein  set 
forth  be  construed  as  altering  or  limiting  the  requirements  of  said 
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Wool  Products  Labeling  Act  or  of  the  rules  or  regulations  issued 
thereunder. 

Rule  10.    Vse  of  Adjectives  ''All,''  ''100%/'  and  SimUar  Absolute 
Terms. 

It  is  an  unfair  trade  practice  to  use  the  adjective  term  "All"  or 
**100%,*'  or  words,  terms  or  expressions  of  similar  import,  in  connec- 
tion with  the  name  or  designation  of  any  fiber  contained  in  hosiery, 
such  as,  for  example,  ''All  Silk,"  "100%  Silk,"  etc.,  when  the  hosiery 
or  a  specifically  named  section  thereof  so  described  or  referred  to  does 
not  consist  entirely  of  the  fiber  named,  including  decorations,  webbing 
of  superimposed  garter,  and  all  other  parts  composed  of  fiber.  Nothing 
in  this  rule  shall  be  construed  as  prohibiting  the  truthful  and  non- 
deceptive  use  of  any  such  designation  as  descriptive  of  hosiery  which 
is  composed  entirely  of  the  fiber  mentioned  with  certain  exceptions, 
provided  such  excepted  parts  are,  in  immediate  conjunction  with  the 
designation,  set  forth,  together  with  the  fiber  or  other  material  con- 
tent of  the  excepted  parts,  as  for  example,  "All  Silk  Except  Rayon 
Stripe,"  "AU  Silk  with  Rayon  Webbing." 

Rule  11.  "Irregulars,"  "Seconds,"  "Thirds." 

(a)  Hosiery  which  are  irregulars,  or  which  are  or  are  represented 
as  being  seconds  or  thirds,  shall  be  marked  "IRREGULARS  " 
"SECONDS,"  or  "THIRDS,"  respectively,  (as  hereinafter  provided), 
together  with  the  fiber  content  stated  in  conformity  with  the  provisions 
of  Rule  9 ;  subject,  however,  to  the  following  exception :  In  respect  of 
hosiery  other  than  ladies'  and  misses'  full  length  and  knee  length 
hosiery,  the  term  "MISCELLANEOUS  UNKNOWN  FIBERS,"  or 
the  term  "UNDETERMINED  MISCELLANEOUS  FIBERS," 
may  be  used  in  connection  with  such  word  "IRREGULARS," 
"SECONDS,"  or  "THIRDS,"  in  lieu  of  stating  and  disclosing 
specifically  the  fibers  of  which  such  hosiery  is  composed,  provided  the 
fibers  or  the  composition  of  fibers  is  unknown  by  reason  of  manufac- 
turing processes  making  it  impossible  or  infeasible  to  know  the  respec- 
tive fiber  content  or  composition  of  the  various  hose  in  miscellaneous 
lots  accumulated,  through  mill  inspection,  as  irregulars,  seconds,  or 
thirds.  The  following  are  illustrations  of  such  marking  provided  for 
in  this  exception : 

"SECONDS 
MISCELLANEOUS  UNKNOWN  FIBERS" 


"THIRDS 
UNDETERMINED  MISCELLANEOUS  FIBERS 


» » 
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(6)  For  purposes  of  this  rule,  "SECONDS,"  or  "THIRDS"  shall     * 


be  considered  as  including  all  hosiery  which  is  not  of  first  quality  or 
which  contains  runs,  obvious  mends,  irregularities,  substantial  im- 
perfections, or  defects  in  material,  construction  or  finish,  or  which  is 
otherwise  not  of  first  quality.  "Irregulars"  shall  be  considered  "Sec- 
onds" or  "Thirds"  in  which  the  imperfections  in  the  hose  are  limited 
to  irregularities  in  dimensions,  size,  color  or  weave,  without  the 
presence  in  the  hose  of  any  obvious  mends,  runs,  tears  or  breaks  in  the 
fabric  or  any  substantial  damage  to  the  yam  or  fabric  itself.  Hosiery 
not  of  first  quality  shall  be  marked  as  "SECONDS"  or  "THIRDS" 
unless  they  definitely  come  within  the  class  of  irregulars  as  herein 
defined,  in  which  event  they  may  be  marked  "IRREGULARS"  instead 
of  "SECONDS"  or  "THIRDS." 

(c)  The  marking  upon  the  hose  provided  for  in  this  rule  shall  be 
made  in  a  conspicuous  and  nondeceptive  manner  with  sufficient  per- 
manency or  indelibility  as  to  carry  through  the  channels  of  trade  to 
the  ultimate  consumer  in  clearly  legible  condition.  Letters  which  are 
of  full  face  type  and  at  least  %  inch  in  height  may  be  used  for  this 
purpose.  The  word  "IRREGULARS,"  "SECONDS,"  or  "THIRDS" 
as  required  by  or  as  may  be  used  under  this  rule  shall  be  set  out  dis- 
tinctly and  on  each  stocking,  sock,  or  other  unit,  whether  sold  in  pairs, 
threes,  or  otherwise. 

(d)  It  is  an  unfair  trade  practice  to  cause  any  hosiery  to  be  falsely 
or  deceptively  marked,  advertised,  described,  branded,  labeled,  or 
otherwise  represented,  either  as  not  being  or  as  being  "IRREGU- 
LARS," "SECONDS,"  or  "THIRDS"  when  such  is  not  the  fact.  It  is 
also  an  unfair  trade  practice  to  fail  or  refuse  to  make  the  disclosure  in 
respect  of  hosiery  which  are  irregulars,  seconds,  or  thirds  as  provided 
for  in  this  rule,  such  nondisclosure  having  the  capacity  and  tendency  or 
effect  of  misleading  or  deceiving  the  purchasing  or  consuming  public. 

Rule  12.   Loading  or  Adulterating  Materials  or  Fillers. 

(a)  This  rule  refers  to  nonfibrous  materials  which  may  be  used  in 
the  hosiery,  other  than  necessary  dyeing  and/or  finishing  materials 
required  to  produce  the  color  and  finish  of  the  product. 

(b)  Where  fillers  or  loading  or  adulterating  materials  have  been 
added  to  the  product,  whether  in  the  form  of  excess  finishing  materials 
or  otherwise,  full  and  nondeceptive  disclosure  of  the  presence  of  such 
substances  and  the  maximum  percentage  or  proportion  in  which  such 
substances  are  present  shall  be  made,  by  transfer,  stamp,  mark,  label, 
rider  ticket  or  tag  firmly  attached  to  the  product,  and  in  invoices,  price 
lists,  catalogues,  and  whatever  advertising  and  sales  promotional  de- 
scriptions or  representations  may  be  used  in  respect  of  such  hosiery, 
however  disseminated  or  published. 

(c)  Where  the  product  contains  silk  which  has  been  weighted  with 
metallic  substance  or  contains  silk  noil,  the  disclosure  of  such  weighting 


336 


FEDERAL  TRADE  COMMISSION 


' 


materials  and  as  to  such  noil  shall  be  made  in  accordance  with  the  pro- 
visions of  Rule  8. 

(d)  It  is  an  unfair  trade  practice  to  fail  or  refuse  to  make  the  dis- 
closure as  provided  for  in  this  rule,  such  nondisclosure  having  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  pur- 
chasing or  consuming  public;  and  it  is  an  unfair  trade  practice  to 
fail  to  take  such  other  steps  as  may  be  necessary  to  avoid  the  sale  or 
distribution  of  such  loaded,  adulterated,  or  filled  hosiery  in  the  chan- 
nels of  trade  or  to  the  purchasing  or  consuming  public  under  condi- 
tions which  are  false,  misleading  or  deceptive. 

Rule  13.  Deceptive  Set-up  or  Arrangement  of  Disclosed  Information, 
(a)  In  setting  forth  the  name  of  any  fiber  or  any  item,  statement, 
percentage,  or  other  information  required  to  be  disclosed  under  any 
of  these  rules,  the  same  shall  be  set  forth  clearly  and  unequivocally  and 
not  in  type  or  manner  so  disproportionate  or  so  minimized,  obscured, 
or  remotely  or  inconspicuously  placed  as  thereby  to  have  the  capacity 
and  tendency  or  effect  of  misleading  or  deceiving  purchasers  or  the 
consuming  public.  Deceptive  or  misleading  type,  print,  or  forms  of 
arrangement  shall  also  be  avoided  in  the  use  of  names  of  manufactur- 
ing processes,  trade-marks,  designations  of  construction,  or  of  any 
information  set  forth  in  connection  with  hosiery,  irrespective  of  whether 
such  deceptive  or  misleading  tendencies  or  effects  are  brought  about 
through  disproportionately  enlarging,  emphasizing,  or  conspicuously 
placing  certain  words,  designations,  or  representations,  or  by  minimiz- 
ing,  obscuring,  or  inconspicuously  or  remotely  placing  certain  informa- 
tion, words,  or  statements,  or  whether  brought  about  through  some 
other  means  or  device. 

(6)  It  is  an  unfair  trade  practice  to  use  or  to  cause  to  be  used  in 
respect  of  hosiery  any  such  deceptive  or  misleading  set-up,  arrangement, 
method  or  device  inhibited  by  the  foregoing  provisions  of  this  rule. 
Rule  14.   Removal,  Obliteration,  or  Alteration  of  Marks. 

It  is  an  unfair  trade  practice  for  any  manufacturer,  converter, 
processor,  dyer,  finisher,  distributor,  dealer,  importer  or  vendor,  or 
person  acting  for  or  in  collusion  with  any  concern  or  vendor, 

(a)  to  remove,  obliterate,  deface,  change,  alter,  conceal,  or 
make  illegible  any  information  required  by  these  rules  to  be 
disclosed  in  the  transfer,  stamp,  mark,  label,  rider  ticket  or  tag 
on,  or  insert  in,  the  hosiery,  without  replacing  the  same  before 
sale,  resale  or  distribution  for  sale  with  a  proper  mark  meeting 
the  requirements  of  these  rules ;  or 

(h)  to  sell,  resell,  or  distribute  hosiery  without  its  being 
marked,  stamped,  l.rarideil,  labeled,  or  tagged,  and  described  in 
accordance  with  the  reqiiirHinonts  of  these  rules;  or 
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(c)  to  otherwise  tamper  with,  remove,  obliterate,  deface,  change, 
alter,  or  conceal  any  marks  or  disclosure  required  by  these  rules 
for  the  purpose  or  with  the  capacity  and  tendency  or  effect  of 
thereby  deceptively  concealing  facts  required  to  be  disclosed  or  of 
causing  the  hosiery  to  be  sold,  distributed,  or  resold  under  false, 
misleading  or  deceptive  conditions. 

(NOTE.— Hosiery  which  has  been  redyed  shall  be  re-marked  in  accord- 
ance with  the  requirements  of  these  rules.  Hosiery  found  to  contoin  a 
false  or  deceptive  mark,  or  a  mark  contrary  to  the  requirements  of 
these  rules,  shall  be  re-marked  In  accordance  with  these  rules.) 

Rule  15.  Misbranding,  Misrepresentation,  and  Deceptive  Setting  Meth- 
ods Not  Otherwise  Specifically  Covered. 

It  is  an  unfair  trade  practice  in  the  course  of,  or  in  relation  to,  the 
marketing  and  distribution  of  hosiery 

(a)  to  use,  or  cause  or  further  the  use  of,  any  marks,  brands, 
labels,  depictions,  advertisements,  trade  promotional  descriptions, 
or  representations  of  any  kind,  however  published  or  disseminated' 
which  directly  or  by  implication  are  false,  misleading  or  deceptive 
to  the  purchasing  or  consuming  public  in  respect  of  the  hosiery. 
Its  grade,  character,  content,  construction,  origin,  size,  style,  fash- 
ion, gauge,  thread,  twist  of  yarn,  quality,  quantity,  value, 'price 
serviceability,  resistance  to  snagging  or  the  development  of  runs' 
holes  or  breaks  in  the  fabric,  the  method  of  manufacture  treat- 
ment or  preparation  of  fiber,  yam  or  product,  or  in  any  other 
material  respect;  or 

(6)  to  offer  for  sale,  seU,  or  distribute,  or  cause  or  promote  the 
sale  or  distribution  of,  the  hosiery  under  any  other  conditions  or 
selling  practices  which  have  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public. 

(NOTE.— Geographical  or  coined  words,  phrases  or  designations    or 
any  designations,  devices  or  representations,  which  are  false  or  decep- 
tive, or  which  although  not  literally  false  are  set  up,  arranged  or  used 
In  such  way  as  to  give  rise  to  deceptive  or  misleading  implications 
are  not  to  be  used.) 

Rule  16.   Misrepresentations  as  to  Being  Manufacturer,  Producer   or 
Importer.  ' 

(a)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  cor- 
poration or  organization,  by  trade  or  corporate  name  or  otherwise  to 
represent  or  to  hold  himself  or  itself  out  as  being  the  manufacturer 
producer  or  importer  of  any  hosiery  advertised,  offered  for  sale,  sold 
or  distributed,  when  such  is  not  true  in  fact. 

(6)  It  is  an  unfair  trade  practice  for  any  person,  partnership 
corporation  or  organization,  directly  or  indirectly,  to  represent  himself 
or  itself  as  being  the  owner  or  operator  of  a  mill  or  producing  company 
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making  hosiery  advertised,  offered  for  sale,  sold  or  distributed,  when 
such  person  or  concern  does  not  in  fact  own  or  operate  such  a  mill  or 
producing  company  making  such  hosiery.  The  use  of  any  other  decep- 
tive or  misleading  device  or  method  respecting  the  character,  nature 
or  status  of  the  business  of  any  person,  concern  or  organization  engaged 
in  selling  or  promoting  the  sale  of  hosiery  is  likewise  an  unfair  trade 
practice. 

Rule  17.  Fictitious  Prices, 

(a)  The  use  by  any  vendor  (whether  manufacturer,  processor,  im- 
porter, distributor,  dealer,  or  other  person  or  concern)  of  any  false, 
fictitious  or  exaggerated  and  misleading  price  tags  or  price  designa- 
tions in  respect  of  hosiery  offered  for  sale,  sold  or  distributed  by  such 
vendor  is  an  unfair  trade  practice. 

(6)  It  is  also  an  unfair  trade  practice  for  any  manufacturer,  proc- 
essor, importer,  distributor,  dealer,  or  other  person,  concern  or  or- 
ganization to  supply  to  dealers  or  other  vendors,  or  to  aid  or  assist 
dealers  or  vendors  in  the  use  of,  any  price  tags  or  price  designations 
which  such  manufacturer,  processor,  importer,  distributor,  dealer,  or 
person,  concern  or  organization  has  reason  to  believe  will  be  used,  or 
which  are  intended  for  use,  directly  or  indirectly,  by  dealers,  salesmen, 
or  other  vendors  of  hosiery  for  the  purpose  or  with  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or  con- 
suming public  in  respect  to  the  value  or  regular  selling  price  of  hosiery, 
or  in  any  other  material  respect. 
Rule  18.    Substitution  of  Products  Not  Conforming  to  Order. 

It  is  an  unfair  trade  practice,  in  filling  orders  for  hosiery,  to  ship 
or  deliver  hosiery  which  does  not  conform  in  const iniction,  quality 
and  value,  and  in  every  other  essential  respect,  to  samples,  specifications 
or  representations  upon  and  in  consideration  of  which  the  order  was 
placed,  with  the  capacity  and  tendency  or  effect  of  causing  purchasers 
or  the  consuming  public  to  be  misled  or  deceived  by  reason  of  such 
substitution,  or  otherwise.  Nothing  in  this  rule  shall  be  construed  as 
prohibiting  any  substitution  made  with  the  knowledge  and  consent  of 
the  purchaser  if  and  when  deceptive  or  unfair  practices  are  in  no  way 
involved  directly  or  indirectly. 
Rule  19.  Size  Markings  and  Designations. 

The  marking  of  hosiery  as  to  size  shall  represent  the  true  and  normal 
size  of  such  hosiery,  and  it  is  an  unfair  trade  practice  (o)  to  mark  or 
represent  any  hosiery  as  being  of  a  certain  size  which  is  not  the  true 
and  normal  size  of  such  hosiery;  or  (&)  to  alter  the  true  and  normal 
size  of  hosiery  by  stretching  or  manipulation  in  a  manner  deceptive 
to  the  purchasing  or  consuming  public' 

s  Commercial  Standard  CS46- 40,  "Hosiery  Lcn,rlh3  and  Sices."  b  reeoffitlxed  M  a  proper 
method  to  follow  in   determininft  measurementd   and  siates  of  hocierjr. 
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Rule  20.   Encouraging  aiid  Promoting  Deceptive  Merchandising  Meth- 
ods— Aiding  and  Abetting  Violation  of  Rules. 

It  is  an  unfair  trade  practice  for  any  manufacturer,  producer,  proc- 
essor, importer,  finisher,  converter,  distributor,  dealer  or  vendor  of 
hosiery,  or  any  other  person,  concern  or  organization 

(a)  to  encourage,  aid,  abet,  induce  or  coerce  another  to  sell, 
offer  for  sale  or  distribute  hosiery  under  stamps,  labels,  adver- 
tisements, representations,  or  other  means  or  devices  which  are 
false,  misleading  or  deceptive;  or 

(6)  to  aid,  abet,  induce  or  coerce  another  to  omit,  remove,  or 
refuse  to  make  the  disclosure  as  to  content  of  hosiery  required  by 
the  foregoing  provisions  of  these  Group  I  rules,  or  to  use  any  of 
the  unfair  trade  practices  herein  specified. 

GROUP  II* 

Rule  A.  Information  as  to  Treatment  and  Care  of  Products. 

The  practice,  by  producers,  manufacturers,  distributors  and  vendors, 
of  furnishing  and  disseminating,  through  tags,  labels,  advertisements, 
or  other  publicity,  accurate  information  as  to  the  proper  treatment, 
care  and  washing  of  hosiery  products  is  approved  and  recommended 
as  a  desirable  practice  to  follow  in  the  interest  of  enabling  consumers 
to  obtain  and  enjoy  full  benefit  of  the  desirable  qualities  and  service 
of  such  products. 

Promulgated  by  the  Federal  Trade  Commission  May  15,  1941. 


*  See  paffe  VIII  for  headnote  applicable  to  Group  II  Rules. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Beauty  and  Barber  Equipment  and 
Supplies  Industry,  as  hereinafter  set  forth,  are  promulgated  by  the 
Federal  Trade  Commission  under  its  trade  practice  conference  pro- 
cedure. 

The  rules  are  directed  to  the  elimination  and  prevention  of  unfair 
trade  practices,  including  misrepresentation  or  deception  and  other 
unfair  methods,  to  the  end  that  the  business  of  the  industry  may  be 
conducted  under  free  and  fair  competitive  conditions  and  that  the 
public,  as  well  as  the  industry,  may  be  protected  from  such  harmful 
practices.  The  provisions  of  the  rules  relate  to  the  sale  and  distribu- 
tion, by  manufacturers,  importers,  jobbers,  distributors,  dealers,  and 
other  marketers,  of  the  products  of  the  industry,  which  are  used  by 
or  marketed  through  beauty  parlors,  hair-dressing  establishments,  and 
barber  shops.  Such  products  embrace  a  wide  range  of  beauty  and 
barber  preparations;  also,  the  many  articles  or  items  of  equipment, 
furnishings,  and  supplies  for  such  establishments  and  shops.  Accord- 
ing to  statistical  information  furnished  the  Commission,  the  annual 
volume  of  business  in  such  products  aggregates  approximately  $80,- 
000,000  at  wholesale. 

The  proceeding  for  establishment  of  trade  practice  rules  was  in- 
stituted upon  application  from  the  industry.  In  the  course  thereof 
a  general  trade  practice  conference,  under  the  auspices  of  the  Com- 
mission, was  held  in  Chicago,  Illinois.  At  such  conference  proposed 
rules  were  considered  and  were  thereupon  submitted  on  behalf  of 
the  industry  to  the  Commission  for  its  consideration.  Following  pre- 
liminary study  and  necessary  revisions,  a  complete  draft  of  proposed 
rules  in  appropriate  form  was  made  available  to  all  interested  or 
affected  parties  upon  public  notice  whereby  they  were  afforded  oppor- 
tunity to  present  their  views  to  the  Commission,  including  such  pertin- 
ent information,  suggestions,  or  objections  as  they  desired  to  submit, 
and  to  be  heard  in  the  premises.  Accordingly,  public  hearing  pursuant 
to  such  notice  was  held  in  Washington,  D.  C,  and  all  matters  there 
presented,  or  otherwise  submitted,  were  duly  received  and  considered. 
Upon  consideration  of  the  entire  matter  final  action  has  been  taken 


by  the  Commission,  whereby  it  has  approved  the  rules  hereinafter 
appearing  in  Group  I.  Such  provisions  supersede  and  replace  the 
former  rules  for  the  Beauty  and  Barber  Supply  Dealers'  Industry 
issued  on  November  12,  1931. 

These  rules  promulgated  by  the  Commission  are  designed  to  foster 
and  promote  the  maintenance  of  fair  competitive  conditions  in  the 
interest  of  the  industry  and  the  public.  Their  operation  is  to  be  di- 
rected toward  this  end  and  is  not  to  permit  of  the  use  of  any  practice 
which  suppresses  competition,  restrains  trade,  fixes  or  controls  price 
through  combination  or  agreement,  or  which  otherwise  injures,  de- 
stroys, or  prevents  competition.  Such  rules  do  not  in  any  respect 
supplant,  or  relieve  anyone  of  the  necessity  of  complying  with,  the 
applicable  requirements  of  laws  relating  to  cosmetics,  drugs,  devices, 
or  other  products  of  this  industry,  or  of  any  other  applicable  provisions 
of  law. 

THE  RULES 
GROUP  I* 

Rule  1.  Deception  as  to  Industry  Products. 

It  is  an  unfair  trade  practice  directly  or  indirectly  to  cause  or  pro- 
mote the  sale,  distribution,  or  use  of  any  product  of  the  industry  by 
means  of  advertisements,  descriptions,  photographs,  depictions,  en- 
gravings, insignia,  designs,  illustrations,  brands,  labels,  radio  broad- 
casts, or  other  representations  or  selling  methods, 

(a)  which  have  the  capacity  and  tendency  or  effect  of  mis- 
leading or  deceiving  the  purchasing  or  consuming  public  with 
respect  to  the  manufacture,  processing,  packing,  distribution, 
origin,  grade,  quality,  quantity,  serviceability,  size,  substance,  con- 
tent, condition,  material,  character,  or  price,  or  results  obtainable 
from  or  attendant  upon  the  use  thereof ;  or 

(b)  which  are  false,  misleading,  or  deceptive  by  reason  of  the 
concealment  or  nondisclosure  of  material  fact;  or 

(c)  which  are  false,  misleading,  or  deceptive  in  any  other 
respect. 

(NOTE. — Among  the  inhibitions  of  this  rule,  but  not   in  limitation 
thereof,  is  the  "false  advertisement"  of  any  "cosmetic,"  "device,"  or 
"drug,"  as  such  terms  are  defined  in  Section  15  of  the  Federal  Trade 
^'  Commission  Act.) 

Rule  2.   Misuse  of  Word  *'Free.'' 

The  use  of  the  word  **free,"  or  the  equivalent  thereof,  where  not 
properly  or  fairly  qualified  when  the  article  is  in  fact  not  free,  with 


*  See  pBRe  VIII  for  headnote  applicable  to  Group  I  Rules. 
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the  capacity  and  tendency  or  effect  of  misleading  or  deceiving  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice. 

Rule  3.  Misrepresentation  as  to  Price  Reductions. 
"'it  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
represent,  in  advertising  or  otherwise,  that  the  price  of  any  article, 
commodity,  or  other  product,  has  been  reduced  from  what  is  in  fact  a 
fictitious  price,  or  that  such  price  is  a  reduced  or  a  special  price  when 
such  price  is  in  fact  the  regular  selling  price  of  such  article,  com- 
modity, or  other  product,  or  that  the  regular  price  thereof  is  higher 
when  such  is  not  the  fact,  or  to  otherwise  falsely  or  deceptively  repre- 
sent the  past  or  current  price  of  any  article,  commodity,  or  other 
product. 
Rule  4.  Imitation  of  Trade-Marks,  Trade  Names,  Etc. 

The  imitation  of  trade-marks,  trade  names,  labels,  brands,  or  con- 
tainers, or  any  other  distinctive  and  exclusively  owned  words,  phrases, 
sub-titles,  or  marks  of  competitors,  with  the  capacity  and  tendency 
or  effect  of  thereby  misleading  or  deceiving  the  purchasing  or  con- 
suming public,  is  an  unfair  trade  practice. 
Rule  5.   False  Invoicing. 

Withholding  from  or  inserting  in  an  invoice,  billing,  or  statement 
any  material  information  by  reason  of  which  omission  or  insertion  a 
false  record  is  made,  wholly  or  in  part,  of  the  transaction  which  such 
invoice  or  billing  or  statement  purports  to  represent,  with  the  effect  of 
thereby  misleading  or  deceiving  the  purchasing  or  consuming  public, 
is  an  unfair  trade  practice. 
Rule  6.   ''Push  Money,''  ''Spiffs/'  Etc. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  directly 
or  indirectly,  to  give,  pay,  or  contract  to  pay,  to  any  clerk  or  sales- 
person of  any  customer-dealer  handling  two  or  more  competitive 
brands  of  merchandise,  ''push  money,"  ''spiffs,"  or  any  other  bonus, 
gratuity,  or  payment,  as  an  inducement  or  encouragement  to  push  or 
promote  the  sale  of  such  member's  product  or  products  over  competing 
products  of  other  members  in  the  industry, 

(a)  with  the  capacity  and  tendency  or  effect  of  thereby  causing 
the  purchasing  or  consuming  public,  when  making  purchases  of 
such  products,  to  be  misled  or  deceived  into  the  erroneous  belief 
that  such  clerk  or  salesperson  is  free  from  any  such  special  in- 
terest or  influence,  or  is  not  so  subsidized  or  paid  by  such  member ; 

or 

(6)  with  the  capacity  and  tendency  or  effect  of  thereby  hamper- 
ing and  unduly  restricting  the  legitimate,  free,  and  full  use  and 
enjoyment  of  such  retail  trade  outlets  for  the  distribution  to  the 
public  of  competing  products;  or 


(c)  with  the  purpose  or  effect,  directly  or  indirectly,  of  other- 
wise substantially  lessening  competition  or  unreasonably  restrain- 
ing trade  in  the  marketing  of  the  products  of  the  industry ;  or 

(d)  with  the  effect  of  thereby  bringing  about  the  granting  of  an 
illegally  discriminatory  service,  payment,  or  price  contrary  to 
Section  2  of  the  Clayton  Act  as  amended  by  the  Act  of  Congress 
approved  June  19,  1936,  known  as  the  Robinson-Patman  Act. 

Nothing  in  this  rule  shall  be  construed  to  prohibit  any  sales  plan 
which  involves  no  deception,  illegal  discrimination,  monopolistic  prac- 
tices, or  other  illegal  effects  or  practices. 

Rule  7.   Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  ob- 
structing the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  8.  Defamation  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts. 
The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality,  or  manufacture  of  the  products  of  competitors,  or  of 
their  business  methods,  selling  prices,  values,  credit  terms,  policies,  or 
services,  is  an  unfair  trade  practice. 

Rule  9.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practin.^. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  industry 
to  cooperate  with  the  Federal  Trade  Commission  and  to  perform 
such  acts  as  may  be  legal  and  proper  to  put  these  rules  into  effect. 

Promulgated  by  the  Federal  Trade  Commission  August  9,  1941. 
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LUGGAGE  AND  RELATED  PRODUCTS  INDUSTRY 
PROMULGATED  SEPTEMBER  17.  1941 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Luggage  and  Related  Products  Industry, 
as  hereinafter  set  forth,  are  promulgated  by  the  Federal  Trade  Com- 
mission under  its  trade  practice  conference  procedure. 

The  rules  are  directed  to  the  elimination  and  prevention  of  misrep- 
resentation, deceptive  concealment,  and  various  other  unfair  trade 
practices,  and  are  issued  in  the  interest  of  protecting  industry,  trade, 
and  the  public  from  the  harmful  effects  of  such  unfair  methods  or 
practices.  The  provisions  of  the  rides  relate  to  the  sale  and  distribution, 
by  manufacturers,  jobbers,  distributors,  dealers,  and  other  marketers, 
of  the  products  of  the  industry  which  consist  of  trunks,  suitcases, 
traveling  bags,  brief  cases,  satchels,  sample  cases,  instrument  cases, 
and  similar  articles;  also,  of  so-called  fancy  leather  goods  such  as  bill- 
folds, wallets,  key  cases,  coin  purses,  card  cases,  etc.  According  to 
available  statistics,  the  volume  of  business  transacted  by  the  manu- 
facturing branch  of  this  industry  in  1939  amounted  to  around 
$50,000,000. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  from  the  industry.  During  the  course  there- 
of a  general  trade  practice  conference,  under  the  auspices  of  the 
Commission,  was  held  in  Atlantic  City,  New  Jersey.  At  such  confer- 
ence proposed  rules  were  considered  and  were  thereupon  submitted  on 
behalf  of  the  industry  to  the  Commission  for  its  consideration.  There- 
after a  complete  draft  of  proposed  rules  in  appropriate  form  was  made 
available  to  all  interested  or  affected  parties  upon  public  notice  whereby 
they  were  afforded  opportunity  to  present  their  views  to  the  Commis- 
sion, including  such  pertinent  information,  suggestions  or  objections 
as  they  desired  to  submit,  and  to  be  heard  in  the  premises.  Accordingly, 
public  hearing  pursuant  to  such  notice  was  held  in  Washington,  D.  C, 
and  all  matters  there  presented,  or  otherwise  submitted,  were  duly 
received  and  considered. 

Upon  consideration  of  the  entire  matter  final  action  has  been  taken 
by  the  Commission  whereby  it  has  approved  and  received,  respectively, 
the  following  trade  practice  rules  appearing  under  Group  I  and 
Group  II. 
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GROUP  I* 

Rule  1.  Deception  in  General. 

It  is  an  unfair  trade  practice  to  use,  or  cause  or  promote  the  use  of, 
any  advertisement,  description,  guarantee,  warranty,  testimonial,  en- 
dorsement, illustration,  brand,  mark,  or  label,  or  any  other  representa- 
tion or  selling  method, 

(a)  which  has  the  capacity  and  tendency  or  effect  of  mislead- 
ing or  deceiving  the  purchasing  or  consuming  public  with  respect 
to  the  grade,  quality,  quantity,  material  content,  serviceability, 
nature,  origin,  size,  construction,  manufacture,  processing,  or  dis- 
tribution of  any  product  of  the  industry,  or  witli  respect  to  the 
kind,  grade,  weight,  thickness,  durability,  character,  or  finish  of 
leather,  purported  leather,  canvas,  fiber,  fabric,  wood,  or  other 
material  of  which  the  product  is  made  in  whole  or  in  part,  or  with 
respect  to  the  stitching,  lining,  backing,  hardware,  or  fittings  used 
therein;  or 

(h)  which  is  false,  misleading,  or  deceptive  in  any  other  ma- 
terial respect  or  by  reason  of  the  concealment  of  any  material  fact. 

Rule  2.    Deception  Through  Concealment  and  Nondisclosure  of  Mar 
terial  Facts. 

(a)  To  prevent  deception  of  the  purchasing  public,  luggage,  (name- 
ly, suitcases,  traveling  bags,  trunks,  brief  cases,  satchels,  sample  cases, 
instrument  cases,  and  similar  articles  of  luggage),  made  in  whole  or 
in  part  of  the  several  types  of  material  mentioned  below,  shall  be 
marked  by  stamp,  tag,  or  label  clearly  and  nondeceptively  revealing 
the  true  character  of  such  material,  in  accordance  with  the  following 
provisions : 

(1)  Split  Leather. — Where  the  article  is  made  of  or  contains  so- 
called  split  leather,  or  leather  other  than  the  top  grain,  the  stamp, 
tag,  or  label  shall  show  that  such  leather  is  split  or  cut  from  the 
under  side  of  the  hide  and  is  not  top  grain  leather,  as  for  example : 

SpUt  Cowhide/^ 


Id 


Where  the  article  is  made  in  major  proportion  of  top  grain  leather 
with  the  exception  of  certain  recognizably  distinct  sections  or  parts, 
such  as  partitions,  gussets,  etc.,  which  are  made  of  a  different  kind, 
type,  or  character  of  leather,  the  stamp,  tag,  or  label  may  be  marked 
under  this  rule  in  such  manner  as  will  truthfully  and  nondecep- 
tively show  that  the  leather  in  the  product  is  all  top  grain  of  a 


*  See  paffe  VIII  for  headnotc  applicable  to  Group  I  Rule 
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desiguated  kind  with  certain  other  kind,  type,  or  character  of 
leather  or  material  in  designated  parts,  as  for  example: 

"Top  Grain  Cowhide 

with  Split  Cowhide  Gussets 

and  Partitions." 

(2)  Embossed  or  Processed  Leather. — ^Where  the  article  is  made 
of  or  contains  leather  which  has  been  embossed,  dyed,  grained, 
finished,  or  otherwise  processed,  in  such  manner  as  to  simulate  or 
imitate  leather  of  a  different  kind,  type,  grade,  quality,  grain,  or 
characteristic,  the  stamp,  tag,  or  label  shall  show  the  true  kind  of 
leather  used  and  reveal  the  fact  that  it  is  not  the  kind  or  type  of 
leather  it  purports  to  be  or  that  it  is  only  an  imitation  or  simula- 
tion thereof,  as  for  example: 

"Split  Cowhide 
Embossed  to  Imitate  Walrus.'* 


"Top  Grain  Cowhide 
Imitation  Pig  Grain.*' 

Where  top  grain  leather  has  been  embossed,  dyed,  grained,  finished, 
or  processed  with  a  geometrical  design  or  other  design  not  simulat- 
ing or  imitating  the  natural  grain  or  characteristics  of  any  hide  or 
leather,  the  mark  designating  such  material  may  be  limited  to 
showing  the  kind  of  leather  and  the  fact  that  it  is  embossed  or 
processed,  as  for  example: 

"Embossed  Top  Grain  Cowhide." 

"Split  Cowhide 

Embossed  Design." 

(3)  Backed  Material. — ^Where  the  article  is  made  of  or  contains 
leather  which  is  backed  with  fabric,  or  with  any  material  other  than 
leather,  or  with  split  leather,  (such  backing  being  glued  or  lam- 
inated to  the  outer  leather),  the  stamp,  tag,  or  label  shall  disclose 
the  fact  that  such  leather  is  backed  with  fabric,  or  with  certain 
designated  material  other  than  leather,  or  with  split  leather  of  a 
certain  kind,  as  the  case  may  be.   For  example : 

"Top  Grain  Cowhide 
Backed  with  Canvas." 

"Top  Grain  Pig 
Backed  with  Split  Cowhide." 

(4)  Products  Simulating  or  Imitating  Leather. — ^Where  the 
article  is  made  of  or  contains,  on  the  exterior  or  to  any  substantial 
extent  in  the  interior,  material  other  than  leather  but  which  simu- 
lates or  imitates  leather,  the  stamp,  tag,  or  label  shall  show  that 


TRADE  PRACTICE  RtTLES 


347 


such  material   is  not  leather  but  is  of  certain  other  designated 
material,  as  for  example: 

"Buckram.** 

(5)  Rayon  or  Linen  Lined. — Where  the  article  is  lined  with 
rayon  fabric  or  otherwise  contains  rayon  in  substantial  part,  or 
where  the  article  is  lined  with,  or  otherwise  contains  in  substantial 
part,  fabric  which  simulates  or  purports  to  be  linen  but  is  not  in 
fact  linen,  the  stamp,  tag,  or  label  shall  disclose  the  fiber  content  of 
such  lining  or  other  part  by  use  of  a  truthful  designation  thereof. 
as  for  example,  "Rayon  Lined,*'  "Cotton  Lined,**  or  "Rayon  and 
Cotton  Lining,"  as  the  case  may  be,  with  the  fibers  stated  in  the 
order  of  their  predominance  by  weight,  beginning  with  the  largest 
single  constituent,  where  the  fabric  is  composed  of  two  or  more 
fibers.  (Where  the  article  is  of  a  type  coming  within  the  provisions 
of  the  Wool  Products  Labeling  Act  of  1939,  the  mark  shall  be  in 
accordance  with  the  requirements  of  said  Act  and  the  Rules  and 
Regulations  thereunder.) 

(6)  Leather  of  Substandard  Thickness. — Where  luggage  is  made 
wholly,  or  in  any  exterior  part,  of  leather  which  does  not  exceed 
two  ounces  per  square  foot  as  measured  by  the  Wobum  gauge,  the 
stamp,  tag,  or  label  shall  disclose  the  minimum  weight  of  such 
leather  per  square  foot  and  shall  reveal  the  fact  that  the  same  is 
substandard.  Nothing  in  this  paragraph,  however,  shall  be  con- 
strued a,^  requiring  the  marking  of  such  leather  parts  of  the  article 
as  being  of  substandard  thickness  which  parts  it  is  necessarj^,  in  the 
manufacture  of  the  article,  to  reduce  by  skiving  to  a  thickness 
below  the  minimum,  such  as  welting,  edging,  trimming,  etc.,  neces- 
sarily required  to  be  skived  when  manufacturing  the  article. 

(6)  The  information  to  be  revealed,  under  the  foregoing  provisions 
of  this  rule,  shall  be  set  forth  on  the  stamp,  tag,  or  label  conspicuously 
and  nondeceptively.  Manufacturers,  or  those  first  placing  the  prod- 
acts  in  the  channels  of  trade,  in  attaching  such  stamps,  tags,  or  labels, 
shall  cause  the  same  to  be  affixed  to  the  articles  in  such  sufficiently 
secure  manner  as  to  remain  on  the  articles  until  they  reach  the  ultimate 
purchaser  or  consumer  after  having  passed  through  the  ordinary  chan- 
nels of  trade,  thus  avoiding  the  necessity  of  further  marking  as  to 
matters  required  by  this  rule  to  be  disclosed,  so  long  as  such  original 
stamp,  tag,  or  label  is  clear  and  truthful  and  remains  upon  the  product. 
This  shall  not,  however,  relieve  distributors,  dealers,  or  other  vendors 
of  the  necessity  of  seeing  to  it  that  such  articles,  when  being  offered 
for  sale,  sold,  or  distributed  to  their  customers,  are  properly  stamped, 
tagged,  or  labeled  with  the  information  required  by  this  rule  to  be 
disclosed  thereon. 

(c)  The  sale,   resale,   or  distribution,   by  any  manufacturers,   dis- 
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tnbutors,  dealers,  or  other  vendors,  of  any  article  covered  by  this 
rule  without  being  properly  stamped,  tagged,  or  labeled  to  disclose 
the  information  herein  specified,  with  the  capacity  and  tendency  or 
effect  of  misleading  or  deceiving  the  purchasing  or  consuming  public, 
IS  an  unfair  trade  practice. 

Rule  3.  Deceptive  Practices  as  to  Animal  Designations,  Aniline  Finish, 
Graining,  Embossing,  Processing,  Buffing,  Hardware,  Etc, 
In  offering  for  sale,  selling,  or  distributing,  or  promoting  or  causing 
the  sale  or  distribution  of,  industry  products  through  advertisements, 
brands,  labels,  sales  literature,  or  otherwise,  it  is  an  unfair  trade  prao- 
tice  to  represent,  directly  or  by  implication : 

(a)  That  any  such  product  is  made  of  a  certain  kind  or  type 
of  leather  when  it  is  in  fact  composed  of  leather  of  a  different  kind 
or  type;  or  that  any  leather  in  such  product  is  from  the  hide  or 
skin  of  a  certain  designated  animal  when  in  fact  it  is  from  a  dif- 
ferent animal;  as  for  example,  using  the  unqualified  term  '* Wal- 
rus'' or  *' Walrus  Grained"  as  descriptive  of  leather  which  is  not 
walrus,  or  the  term  ''Calf  Finish  Leather''  as  descriptive  of  leather 
which  is  not  in  fact  calf. 

(b)  That  any  such  product  is  colored,  finished,  or  dved  with 
aniline  dye  when  such  is  not  true  in  fact. 

(c)  That  any  such  product  or  any  part  thereof  is  dyed,  em- 
bossed, grained,  processed,  finished,  or  stitched  in  a  certain  man- 
ner  when  such  is  not  true  in  fact. 

(d)  That  any  such  product  is  composed  in  whole  or  in  part  of 
leather  when  such  product  or  part  thereof  is  composed  of  material 
other  than  leather. 

(e)  That  any  such  product  is  composed  in  whole  or  in  part  of 
top  grain  leather  when  such  product  or  part  thereof  is  in  fact 
composed  of  split  leather  or  of  material  other  than  top  grain 
leather.  For  purposes  of  the  rules  herein  set  forth,  leather  from 
which  either  a  layer  of  the  top  surface  or  grain,  or  a  so-called 
buffing,  has  been  removed,  shall  not  be  considered  top  grain  leather 
(See  subparagraph  (6)  of  Rule  2  (a)  for  requirement  as  to  mark- 
%ng  leather  of  substandard  thickness.) 

(/)  That  the  hardware  or  any  item  thereof  contained  in  any 
such  product  is  brass,  solid  brass,  or  some  other  designated  metal 
when  such  is  not  true  in  fact  or  when  such  hardware  is  only 
plated  or  coated  with  the  metal  designated  and  the  remaining 
metal  therein  is  of  a  different  kind. 

Rule  4.   Misuse  of  the  Terms  ''Genuine,"  "Real,'*  "Natural  "  "Se- 
lected,"  "Warranted,'*  Etc, 

It  is  an  unfair  trade  practice  to  use  the  words  ''Genuine,"  "Real," 
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'Natural.  '  "Selected,"  "Warranted,"  or  any  other  term  or  repre- 
sentation of  similar  import,  in  any  way  as  descriptive  (a)  of  split 
leather;  or  (5)  of  leather  which  has  been  embossed  or  processed  to 
simulate  a  different  kind,  grade,  type,  or  quality  of  leather;  or  (c)  of 
any  simulative,  imitative,  or  substitute  material,  with  the  capacity  and 
tendency  or  effect  of  thereby  misleading  or  deceiving  the  purchasing  or 
consuming  public. 

Rule  5.    Misuse  of  the  Terms  "Waterproof,"  "Water  Repellent." 
Dust  proof,"  or  "Warp-proof." 

It  is  a^  unfair  trade  practice  to  use  the  terms  "Waterproof,- 
Water  Repellent,"  "Dustproof,"  or ," Warp-proof,"  or  any  other 
word,  term,  expression,  or  representation  of  similar  import,  in  any  way 
as  descriptive  of  industry  products  composed  of  canvas  or  other  ma- 
terials when  such  products  are  not  in  fact  waterproof,  water  repellent 
dustproof,  or  warp-proof,  respectively. 

Rule  6.  Fictitious  Animal  Designations. 

It  is  an  unfair  trade  practice  to  use,  falsely  or  deceptively,  in  adver- 
tisements, labels,  tags,  brands,  or  other  representations  of  industrv 
products,  any  depiction  or  device,  trade  name,  coined  name,  or  otheV 
name  or  words  descriptive  of  such  products  as  being  made  of  leather 
trom  the  skin  or  hide  of  an  animal  which  is  in  fact  nonexistent. 
RrriiE  7.  False  Invoicing. 

Withholding  from  or  inserting  in  invoices,  bills  of  lading,  or  other 
documents  of  title,  any  statements  or  information  by  reason  of  which 
omission  or  insertion  a  false  record  is  made,  wholly  or  in  part,  of  the 
transactions  represented  on  the  face  of  such  invoices,  bills  of  lading 
or  other  documents  of  title,  with  the  effect  of  thereby  misleading  or 
deceiving  the  purchasing  or  consuming  public,  is  an  unfair  trade 
practice. 

Rule  8.  Substituting  Inferior  Matenals  Not  Conforming  to  Speeifica. 

The  practice  of  using  or  substituting  materials  inferior  in  <n-ade  or 
quiility  to  those  specified  in  any  contract  or  order,  without  the  consent 
of  the  purchaser  to  such  use  or  substitution,  or  with  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or  con- 
suming public,  IS  an  unfair  trade  practice. 

Rule  9.  Commercial  Bribery. 

It  ia  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given 
money  or  anjthing  of  value  to  agents,  employees,  or  representatives 
ot  customers  or  prospective  customers,  or  to  agents,  employees,  or  rep- 
resentatives of  competitors'  customers  or  prospective  customers,  with- 
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out  the  knowledge  of  their  employei-s  or  principals,  as  an  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract  to 
purchase  products  manufactured  or  sold  by  such  industry  member  or 
the  maker  of  such  gift  or  offer,  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  10.  Defamation  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
the  grade,  quality,  or  manufacture  of  the  products  of  competitors,  or 
of  their  business  methods,  selling  prices,  values,  credit  terms,  policies, 
or  services,  is  an  unfair  trade  practice. 

Rule  11.  Procurement  of  Competitors'  Confidential  Informaiion  by 
Unfair  Means  and  Wrongful  Use  Thereof. 
It^is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
obtain  information  concerning  the  business  of  a  competitor  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  authority, 
or  by  any  other  unfair  means,  and  to  use  the  information  so  obtained 
in  such  a  manner  as  to  injure  said  competitor  in  his  business  or  to 
suppress  competition  or  unreasonably  restrain  trade. 

Rule  12.   Unfair  Threats  of  Infringement  Suits. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  haras^ 
sing  or  intimidating  such  customers  or  prospective  customers,  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their 
businesses,  is  an  unfair  trade  practice. 

Rule  13.  Deceptive  Use  of  Trade  or  Corporate  Names,  or  Trade-marks 
Etc.  .     ' 

The  use  of  any  trade  name,  corporate  name,  trade-mark,  or  other 
trade  designation  which  has  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public  as  to  the 
character,  name,  nature,  or  origin  of  any  product  of  the  industry,  or 
any  material  used  therein,  or  in  any  other  material  respect,  is  an  unfair 
trade  practice. 

Rule  14.  Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 


thei-eby  misleading  or  deceiving  the  purchasing  or  consuming  public, 
is  an  unfair  trade  practice. 

Rule  15.   Coercing  Purchase  of  One  Product  as  a  Prerequisite  to  the 
Purchase  of  Other  Products. 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 
Rule  16.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  ob- 
structing the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  17.  Misrepresentation  as  to  Character  of  Business. 

For  any  person,  firm,  or  corporation  to  hold  himself  or  itself  out 
to  the  public  as  a  manufacturer  or  wholesaler  when  such  is  not  the 
fact,  or  in  any  other  manner  to  misrepresent  the  character,  extent,  or 
type  of  his  or  its  business,  is  an  unfair  trade  practice. 

Rule  18.  Misuse  of  Terms  ^'Special/'  ''Bargain/'  ''Close-outs/'  "Dis- 
continued Lines/'  Etc. 

It  is  an  unfair  trade  practice  to  advertise,  describe,  or  otherwise 
represent  regular  lines  of  merchandise  as  ''Special,*'  "Bargain," 
"Close-outs,**  "Discontinued  Lines,"  or  by  words  or  representations  of 
similar  import,  when  such  are  not  true  in  fact;  or  to  so  advertise,  de- 
scribe, or  otherwise  represent  merchandise  where  the  capacity  and 
tendency  or  effect  thereof  is  to  lead  the  purchasing  and  consuming  pub- 
lie  to  believe  such  merchandise  is  being  offered  for  sale  or  sold  at 
greatly  reduced  prices  or  at  so-called  "bargain"  prices  when  such  is 
not  the  fact. 

Rule  19.   Deception  in  Distribution  of  Special  Lots. 

In  the  case  of  lots  or  quantities  of  luggage  advertised  or  offered  for 
sale  at  so-called  special  or  bargain  sales  or  reduced  price  sales  or  other- 
wise, it  is  an  unfair  trade  practice  to  use  advertisements  or  representa- 
tions thereof  which  import  or  imply  that  such  merchandise  consists 
entirely  or  in  substantial  or  greater  part  of  products  or  articles  of 
well-known  manufacturers  or  of  well-known  or  reputable  brands  or  of 
products  or  articles  of  certain  high  quality,  grade,  or  price,  when  no 
such  products  or  articles  are  contained  in  said  lot  or  quantity  of  mer- 
chandise or  when  only  a  relatively  small  quantity  or  number  thereof  is 
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contained  in  such  merchandise  and  said  fact  is  not  fully  and  nondecep- 
tively  disclosed  in  the  advertisements  and  representations,  or  when 
such  advertisements  or  representations  otherwise  have  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  the  purchasing  or  con- 
suming public. 

Rule  20.  Misuse  of  Word  *'Free.** 

The  use  of  the  word  **free,"  or  the  equivalent  thereof,  where  not 
properly  or  fairly  qualified  when  the  article  is  in  fact  not  free,  with 
the  capacity  and  tendency  or  effect  of  misleading  or  deceiving  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice. 
Rule  21.  Fictitiovs  Prices. 

It  is  an  unfair  trade  practice  to  sell  or  offer  for  sale  industry  products 
at  prices  purported  to  be  reduced  from  what  are  in  fact  fictitious 
prices,  or  to  sell  or  offer  for  sale  such  products  at  a  purported  reduction 
in  price  when  such  purported  reduction  is  in  fact  fictitious  or  is  other- 
wise misleading  or  deceptive. 

Rule  22.   Use  of  Lottery  Schemes. 

The  offering  or  giving  of  prizes,  premiums,  or  gifts  in  c6nnection 
with  the  sale  of  industry  products,  or  as  an  inducement  tJiereto.  by  any 
scheme  which  involves  lottery-  or  sclieme  of  chance,  is  an  unfair  trade 
practice. 

Rule  23.   Unlawful  Interference. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  by 
means  of  any  monopolistic  practices,  or  through  combination,  con- 
spiracy, coercion,  boycott,  threats,  or  any  other  unlawful  means,  di- 
rectly or  indirectly,  to  interfere  with  a  competitor's  right  to  purchase 
his  materials  and  supplies  from  whomsoever  he  chooses,  or  to  sell  to 
whomsoever  he  chooses. 

Rule  24.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost, 
when  pursued  with  wrongful  intent  of  thereby  injuring  a  competitor 
and  where  the  effect  of  such  practice  is  to  unreasonably  restrain  trade, 
tend  to  create  a  monopoly,  or  substantially  lessen  competition,  is  an 
unfair  trade  practice. 

This  rule  is  not  to  be  construed  as  prohibiting  all  sales  below  cost, 
but  only  such  selling  below  the  seller's  cost  as  is  resorted  to  and 
pursued  as  a  monopolistic  practice  with  the  wrongful  intent  referred 
to  and  coupled  with  the  effect  of  unreasonably  restraining  trade,  tend- 
mg  to  create  a  monopoly,  or  substantially  lessening  competition. 

The  costs  referred  to  in  the  rule  are  actual  costs  of  the  respective 
seller  and  not  some  other  figure  or  average  costs  in  the  industry  deter- 
mined by  an  industry  cost  survey  or  otherwise. 
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Rule  25. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,^ 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,^  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered ; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions, — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 


^  See  footnote,  p.  460. 
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in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce^ to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  25. 

(/)  Purchases  by  Schools,  Colleges,  Universities.  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit.— The  foregoing  provisions  of  this  Rule  25  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  25  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows ; 

'*Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 


^  See  footnote,  p.  460. 
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libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit"  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15, 
Sec.  13c.) 

Rule  26.   Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  en- 
gaged in  commerce,^  to  discriminate  in  favor  of  one  customer-pur- 
chaser against  another  customer-purchaser  of  the  products  of  this 
industry,  bought  from  such  member  of  the  industry  for  resale,  by 
contracting  to  furnish  or  furnishing  in  connection  therewith,  upon 
terms  not  accorded  to  all  customer-purchasers  on  proportionally  equal 
terms,  the  service  or  facility  whereby  such  favored  purchaser  is  ac- 
corded the  privilege  of  returning  industry  products  so  purchased  and 
receiving  therefor  credit  or  refund  of  purchase  price;  provided,  how- 
ever, nothing  in  any  of  the  rules  herein  shall  prohibit  or  be  used  to 
prevent  the  return  of  merchandise  by  purchaser,  for  credit  or  refund 
of  purchase  price,  when  and  because  such  merchandise  has  not  been 
properly  labeled  in  accordance  with  the  requirements  of  these  rules, 
or  has  been  otherwise  falsely  or  deceptively  labeled  or  represented,  or 
when  and  because  such  merchandise  is  defective  in  material,  workman- 
ship, or  in  any  other  respect  contrary  to  warranty  or  purchase  contract. 

Rule  27.  False  or  Misleading  Price  Quotations. 

The  publishing  or  circulating  by  any  member  of  the  industry  of  false 
or  misleading  price  quotations,  price  lists,  or  terms  of  sale,  with  the 
capacity  and  tendency  or  effect  of  thereby  misleading  or  deceiving  the 
purchasing  or  consuming  public,  is  an  unfair  trade  practice. 

Rule  28.   Consignment  Distribution. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
employ  the  practice  of  shipping  industry  products  on  consignment  or 
pretended  consignment  for  the  purpose  and  with  the  effect  of  arti- 
ficially clogging  or  closing  trade  outlets  and  unduly  restricting  com- 
petitors* use  of  said  trade  outlets  in  getting  their  products  to  consumers 
through  regular  channels  of  distribution,  thereby  injuring,  destroying, 
or  preventing  competition  or  tending  to  create  a  monopoly  or  to  un- 
reasonably restrain  trade.  Nothing  in  this  rule  shall  be  construed  as 
restricting  or  preventing  consignment  shipping  or  marketing  of  in- 
dustry products  in  good  faith  where  suppression  of  competition, 
restraint  of  trade,  or  undue  interference  with  competitors'  use  of  the 
usual  channels  of  distribution,  is  not  effected. 

Rule  29.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 


^  See  footnote,  p.  460. 
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to  aid,  abet,  coerce,  or  induce  anotlier,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

GROUP  II* 

liULE  A. 

The  industry  recommends  that  all  contracts  should  embody  speci- 
fically and  in  full  detail  the  quality,  kind,  and  finish  of  any  leather  or 
substitute  therefor  required  to  be  furnished  under  the  terms  of  such 
contracts  and  that  all  other  materials  to  be  used  shall  be  specificaUy 
described  in  proper  and  customary  form  and  wording. 


TRADE  PRACTICE  RULES 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  industry 
to  cooperate  with  the  Federal  Trade  Commission  and  to  perform 
such  acts  as  may  be  legal  and  proper  to  put  these  rules  into  effect. 

Promulgated  by  the  Federal  Trade  Commission  September  17,  1941. 


•  See  pare  VIII  for  headnoto  applicable  to  Group  II  Ruka. 


FOR  THE 


RAYON  AND  SILK  DYEING,  PRINTING  AND 
FINISHING  INDUSTRY 

PROMULGATED  DECEMBER  12,  1941 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Rayon  and  Silk  Dyeinj.',  Printinj,'  and 
Finishing:  Industry,  as  hereinafter  set  forth,  are  promulgated  by  the 
Federal  Trade  Commission  under  its  trade  practice  conference  pro- 
cedure. 

The  rules  are  directed  to  the  prevention  of  unfair  trade  practices 
under  laws  administered  by  the  Commission  in  the  interest  of  main- 
taining fair  competition  in  industry  and  protection  of  the  public. 

The  industry's  business  is  estimated  to  aggregate  nearly  $100,000,000 
annuaUy,  including  the  dyeing,  bleaching,  printing,  finishing,  or  other 
processing,  of  fabrics  made  primarily  of  silk  or  rayon,  or  mixtures 
thereof;  also  skein-dyeing  and  other  types  of  dyeing  or  finishing  of 
fiber,  yarn  or  fabric  of  similar  composition,  not  including,  however,  the 
piece  dyeing  or  processing  of  hosiery. 

Application  for  establishment  of  trade  practice  rules  was  filed  by 
members  of  the  industry.  Due  proceedings  thereon  were  had,  including 
the  holding  of  a  general  trade  practice  conference  of  the  entire  industry, 
the  submission  and  consideration  of  proposed  rules,  and  of  briefs^ 
memoranda  and  other  presentations  regarding  the  matter,  together  with 
public  hearings  at  which  all  interested  or  affected  parties  were  afforded 
opportunity  to  present  their  views  to  the  Commission,  including  such 
pertinent  information,  suggestions  or  objections  as  they  desired  to 
submit. 

Thereafter,  and  upon  full  consideration  by  the  Commission  of  the 
entire  matter,  final  action  was  taken  whereby  the  Commission  approved 
and  received,  respectively,  the  following  trade  practice  rules  in  Group 
I  and  Group  II. 

THE  RULES 

DEFINITIONS 

For  the  purposes  of  these  rules  and  in  their  application,  the  following 
definitions  shall  apply  unless  the  context  otherwise  requires: 

(1)   The  term  ''product  of  the  industry,"  as  used  herein,  shall 
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include  the  fabric,  skein,  yarn,  or  fiber  which  members  of  the 
industry  process  by  dyeing,  printing,  bleaching,  mercerizing,  fin- 
ishing,  or  other  processing,  for  use,  sale,  distribution,  or  marketing 
by  their  customers,  by  so-called  eutters-up,  or  by  others,  as  articles 
of  * '  commerce, ' '  whether  in  the  processed  form  produced  by  mem- 
bers of  the  industry,  or  in  the  form  of  garments  or  products  made 
therefrom.  Such  term  shall  also  include  the  dyeing,  printing, 
bleaching,  mercerizing,  finishing,  or  other  processing  by  industry 
members  of  such  fabric,  skein,  yam,  or  fiber  together  with  the 
necessary  processing  materials  used  to  put  such  industry  product 
in  finished  form.  The  term  ''product  of  the  industry,''  as  used 
herein,  shall  not  include  hosiery  or  the  piece  dyeing  or  processing 
of  hosiery. 

(2)  The  word  "commerce"  means  commerce  among  the  several 
States  or  with  foreign  nations,  or  in  any  Territory  of  the  United 
States  or  in  the  District  of  Columbia,  or  between  any  such  Terri- 
tory and  another,  or  between  any  such  Territory  and  any  State 
or  foreign  nation,  or  between  the  District  of  Columbia  and  any 
State  or  Territory  or  foreign  nation. 

(3)  The  word  '* rayon,"  as  used  herein,  is  the  generic  term  for 
manufactured  textile  fiber  or  yarn  produced  chemically  from  cel- 
lulose or  with  a  cellulose  base  and  for  thread,  strands,  or  fabric 
made  therefrom,  regardless  of  whether  such  fiber  or  yam  be  made 
under  the  viscose,  acetate,  cuprammonium,  nitrocellulose,  or  other 
process. 

GROUP  I* 

Rule  1.  Misbranding  and  Misrepresentaiion. 

The  false  or  deceptive  marking  or  branding  of  products  of  the  in- 
dustry, or  the  making  or  publishing  of  any  false  or  deceptive  adver- 
tisements, statements,  or  representations,  concerning  the  dyeing,  print- 
ing, bleaching,  finishing,  or  processing  of  any  products  of  the  industry, 
or  concerning  their  quality,  quantity,  weighting,  fiber  content,  or  prepa- 
ration,  or  in  any  other  material  respect,  is  an  unfair  trade  practice. 
Rule  2.  Deceptive  Concealment. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  use, 
or  directly  or  indirectly  to  assist  others  in  the  use  of,  any  deceptive 
seUing  method  or  other  deceptive  act  or  practice  by  concealing  or 
failing  to  disclose  textile  content,  weighting,  and  other  information 
required  to  be  disclosed  by  the  Trade  Practice  Rules  for  the  Rayon 
and  Silk  Industries  as  promulgated  by  the  Federal  Trade  Commission 
on  October  26,  1937,  and  November  4,  1938,  respectively,  or  other 
applicable  mles ;  or  by  any  other  means  to  engage  in  deceptive  selling 
methods. 
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Rule  3.  Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  or  to  representations  made  prior  to  secur- 
ing the  order,  without  the  consent  of  the  customers  to  such  substitutions, 
or  with  the  capacity  and  tendency  or  effect  of  misleading  or  deceiving 
the  purchasing  or  consuming  public,  is  an  unfair  trade  practice. 

Rule  4.  Imitation  or  Simulation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  tendency  and  capacity  or  effect  of 
thereby  misleading  or  deceiving  the  purchasing  or  consuming  public, 
is  an  unfair  trade  practice. 

Rule  5.  Defamation  of  Competitors. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able business  conduct,  inability  to  perform  contracts,  questionable 
credit  standing,  or  by  other  false  representations,  is  an  unfair  trade 
practice. 

Rule  6.  Disparagement  of  Products  of  Competitors. 

The  false  disparagement  of  the  grade,  quality,  quantity,  weighting, 
fiber  content,  character,  or  processing  of  competitors'  products  or  serv- 
ices is  an  unfair  trade  practice. 

Rule  7.   Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  vsdthout 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  contract  for  the  processing 
of  goods  or  products  by  such  industry  member  or  the  maker  of  such 
gift  or  offer,  or  to  influence  such  employers  or  principals  to  refrain  from 
dealing  with  competitors. 

Rule  8.    Procurement  of  Competitors'  Confidential  Information  by 
Unfair  Means  and  Wrongful  Use  Thereof. 

Obtaining  information  concerning  the  business  of  a  competitor  by 
bribery  of  an  employee  or  agent  of  such  competitor,  by  false  or  mis- 
leading statements,  by  the  impersonation  of  one  in  authority,  or  by 
any  other  unfair  means,  and  using  the  information  so  obtained  in  such 
a  manner  as  to  injure  said  competitor  in  his  business  or  to  suppress 
competition  or  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 
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Rule  9.   Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts  between  competitors  and  their  customers  or  their  suppliers  by 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  ob- 
stnieting  the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  undulv  hampering, 
injuring,  or  prejudicing  competitors  in  their  businesses,  is  an  unfair 
trade  practice. 

Rule  10.   Unlawful  Interference. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  by 
means  of  any  monopolistic  practices,  or  through  combination,  con- 
spiracy, coercion,  boycott,  threats,  or  any  other  unlawful  means,  directly 
or  indirectly,  to  interfere  with  a  competitor's  right  to  purchase  his 
materials  and  supplies  from  whomsoever  he  chooses,  or  to  sell  to  whom- 
soever  he  chooses. 

•  « 

Rule  11.  Unfair  Threats  of  Infringement  Suits. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors 
not  made  in  good  faith  but  with  the  effect  of  intimidating  such  cus- 
tomers or  prospective  customers,  or  of  hampering  or  injuring  com- 
petitors m  their  businesses,  is  an  unfair  trade  practice. 

Rule  12.   Coercing  Purchase  of  One  Product  as  u  Prerequisite  to  the 
Purchase  of  Other  Products, 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where  the 
effect  may  be  to  substantiaUy  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 
Rule  13.  Bogus  Independents. 

It  is  an  unfair  trade  practice  to  sell  or  offer  to  sell  industry  products 
through  a  pretended  independent  concern  in  such  manner  as  to  mislead 
or  deceive  customers  or  prospective  customers  into  the  erroneous  belief 
that  such  concern  is  independent  and  in  competition  with  that  member 
of  the  industry  owning  or  controlling  such  concern. 
Rule  14.  Selling  Below  Cost. 

The  practice  of  seUing  industry  products  below  the  seller's  cost  when 
pursued  with  wrongful  intent  of  thereby  injuring  a  competitcJr  and 
where  the  effect  of  such  practice  is  to  unreasonably  restrain  trade,  tend 
to  create  a  monopoly,  or  substantially  lessen  competition,  is  an  unfair 
trade  practice. 

This  rule  is  not  to  be  construed  as  prohibiting  all  sales  below  cost 
but  only  such  selling  below  the  seller's  cost  as  is  resorted  to  and  pur' 
sued  as  a  monopolistic  practice  with  the  wrongful  intent  referred  to 
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and  coupled  with  the  effect  of  unreasonably  restraining  trade,  tending 
to  create  a  monopoly,  or  substantially  lessening  competition. 

The  costs  referred  to  in  the  rule  are  actual  costs  of  the  respective 
seller  and  not  some  other  figure  or  average  costs  in  the  industry  deter- 
mined by  an  industry  cost  survey  or  otherwise. 

Rule  15. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
allowance  for  alleged  imperfect  workmanship  after  material  has  been 
cut,  or  other  form  of  price  differential,  where  such  rebate,  refund, 
discount,  credit,  allowance  for  alleged  imperfect  workmanship,  or 
other  form  of  price  differential,  effects  a  discrimination  in  price 
between  different  purchasers  of  commodities  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,* 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  comAierce,*  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions, — ^It  is  an  unfair  trade 


*  See  footnote,  p.  460. 
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practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances y  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce*  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  Sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

{d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce* to  discrifninate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale,  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,*  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  15. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit.— The  foregoing  provisions  of  this  Rule  15  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  15  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  19.38. 
and  reads  as  follows : 
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**Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled,  That  nothing' 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692^ 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patnam  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15, 
Sec.  13c.) 

Rule  16.   '*End  Piece  Pilfering,''  False  Invoicing,  Etc. 

(a)  In  the  course  of  or  in  connection  with  conduct  of  business  by 
any  member  of  the  industry  involving  the  sale  of,  or  contract  to  furnish, 
products  of  the  industry  to  his  customers,  it  is  an  unfair  trade  practice 
for  any  such  member  to  use  the  device  or  scheme  of  false  invoicing  or 
of  so-called  end  piece  pilfering  or  of  any  other  device  or  scheme  char- 
acterized by  deception  or  fraud. 

(6)  For  purposes  of  this  rule,  end  piece  pilfering  shall  mean  the 
pilfering,  purloining,  or  unauthorized  conversion  to  his  own  use,  by 
any  member  of  the  industry,  of  fabrics  or  yarn,  or  pieces  thereof,  be- 
longing to  his  customers  and  bailed  to  such  member  for  dyeing,  printing, 
finishing,  bleaching,  or  other  processing. 

GROUP  II* 

Rule  A.  Repudiation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by  the 
industry. 

Rule  B.  Cost  Records. 

It  is  the  judgment  of  the  industry^  that  each  member  should  inde- 
pendently keep  proper  and  accurate  records  for  determining  his  costs. 
Rule  C.  Arbitration. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good  will, 
and  every  effort  should  be  made  by  the  disputants  themselves  to  com- 
pose their  differences.  If  unable  to  do  so  they  should,  if  possible,  submit 
these  disputes  to  arbitration. 

Promulgated  by  the  Federal  Trade  Commission  December  12.  1941. 


*  Se«-  footnote,  p.  460. 


•  See  page  VIII  for  headnote  applicable  to  Group  II  Rules. 
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FOR  THE 


SUN  GLASS  INDUSTRY 
PROMULGATED  DECEMBER  23.  1941 


STATEMENT  BY  THE  COMMISSION 

Trade  Practice  rules  for  the  Sun  Glass  Industry,  as  hereinafter  set 
forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

The  rules  are  directed  to  the  elimination  and  prevention  of  misrep- 
resentation,  deceptive  concealment,  and  various  other- unfair  trade 
practices,  and  are  established  in  the  interest  of  safeguarding  industry, 
trade,  and  the  buying  public  from  the  harmful  effects  thereof.  Products 
of  the  industry  consist  of  sun  glasses  and  other  glasses  and  lenses  which 
are  used  to  provide  protection  for  the  eyes  against  sun  glare,  strong 
light,  or  other  similar  conditions.  Such  glasses  or  lenses  are  not  eye- 
corrective,  but  eye-protective,  devices.  Frames  or  parts  for  the  glasses 
are  also  included  among  the  products  of  the  industry. 

The  rules  relate  to  the  sale  or  distribution  of  the  products  generally, 
whether  by  manufacturers,  importers,  jobbers,  distributors,  dealers! 
or  other  marketers.  Volume  of  business  of  the  manufacturers  is  reported 
as  aggregating  $4,000,000  a  year.  The  glasses  are  marketed  in  various 
channels  of  trade,  reaching  the  public  largely  through  retail  drugstores, 
tobacco  shops,  limited  price  variety  stores,  and  many  other  retail 
establishments. 

Proceedings  for  the  establishment  of  trade  practice  rules  were  in- 
stituted upon  application  of  the  industry.  Such  proceedings  included 
the  holding  of  a  general  trade  practice  conference  of  the  whole  industry, 
the  submission  and  consideration  of  proposed  rules,  and  of  briefs, 
memoranda  and  other  presentations  regarding  the  matter,  together  with 
public  hearing  at  which  all  interested  or  affected  parties  were  afforded 
opportunity  to  present  their  views  to  the  Commission,  including  such 
pertinent  information,  suggestions  or  objections  as  they  desired  to 
submit. 

Thereafter,  and  upon  full  consideration  by  the  Commission  of  the 
entire  matter,  final  action  was  taken  whereby  the  Commission  approved 
the  following  trade  practice  rules  in  Group  I. 
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GROUP  I* 

Rule  1.  Misbranding  of  Industry  Products. 

The  false  or  deceptive  marking,  branding,  or  labeling  of  any  product 
of  the  industry  with  respect  to  the  grade,  quality,  use,  effect,  purpose, 
material,  content,  origin,  preparation,  manufacture,  or  distribution  of 
such  product,  or  concerning  any  component  thereof,  or  in  any  other 
material  respect,  is  an  unfair  trade  practice. 

Rule  2.  Misuse  of  Terms  ''Ground/'  ''Polished/'  and  ''Ground  and 
Polished/' 

(a)  In  the  course  of  or  in  connection  with  the  sale  or  distribution 
of  sun  glasses  or  sun  glass  lenses  which  have  not  been  ground  and 
polished  as  hereinafter  defined,  it  is  an  unfair  trade  practice  to  mark, 
stamp,  brand,  label,  advertise,  describe,  or  otherwise  represent,  such  sun 
glasses  or  sun  glass  lenses  as  ^'ground,''  '^polished,''  or  '^ground  and 
polished,''  or  by  words  or  representations  of  similar  import  or  mean- 
ing, with  the  capacity  and  tendency  or  effect  of  thereby  misleading  or 
deceiving  the  purchasing  or  consuming  public. 

(6)  For  purposes  of  this  rule  a  ground  and  polished  lens  (as  applied 
to  sun  glasses)  is  a  lens  of  which  both  optical  surfaces  have  first  been 
completely  removed  with  an  abrasive  to  eliminate  surface  imperfections 
and  to  obtain  the  desired  form  for  the  lens  (e.  g.,  flat,  spherical,  tone, 
etc.)  and  then  polished  so  as  to  produce  an  optical  finish  which  is  free 
from  visible  surface  defects,  such  as  scratches,  waves,  and  grayness. 

Rule  3.  Misuse  of  the  Word  "Crookes/' 

It  is  an  unfair  trade  practice,  in  the  sale  or  distribution  of  sun  glasses 
or  sun  glass  lenses,  to  mark,  stamp,  brand,  label,  advertise,  describe,  or 
otherwise  represent,  such  sun  glasses  or  lenses  as  being  '* Crookes" 
when  such  is  not  true  in  fact;  or  to  use  the  word  ^* Crookes"  or  other 
words  or  representations  in  any  manner  as  to  import  or  imply  tliat  the 
lenses  to  which  such  marks,  words,  or  representations  are  applied  are 
'* Crookes"  lenses  when  such  is  not  true  in  fact. 

Definition:  For  purposes  of  these  rules  a  "Crookes"  lens  is  defined Ts 
a  nearly  neutral  colored  ultra-violet  absorption  glass  which  contains  suf- 
ficient crude  cerium  and/or  rare  earths  to  reduce  the  ultra-violet  trans- 
mission at  a  thickness  of  2.0  mm.  to  not  more  than  1  %  at  334  mu.,  and  also 
at  this  thickness  to  have  prominent  didymium  absorption  bands  in  the 
yellow  region  of  the  spectrum.  For  sun  glasses  the  visual  transmission 
shall  be  not  more  than  67%,  but  may  vary  within  this  limitation  accord 
ing  to  the  desired  shade. 


•  See  pare  VIII  for  headnote  applicable  to  Group  I  Rules. 
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Rule  4.   Other  Misrepresentations  of  Industry  Products. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be  made 
or  published,  directly  or  indirectly,  any  false,  misleading,  or  deceptive 
statement  or  representation,  by  way  of  advertisement  or  otherwise 
concerning  the  grade,  quality,  use,  effect,  purpose,  material,  content, 
origin,  preparation,  manufacture,  or  distribution  of  any  products  of  the 
industry,  or  any  component  thereof,  or  in  any  other  material  respect. 

Rule  5.  Defamation  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able  conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
mg,  or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality,  or  manufacture  of  the  products  of  competitors,  or  of 
their  business  methods,  selling  prices,  values,  credit  terms,  policies,  or 
services,  is  an  unfair  trade  practice. 

Rule  6.  Consignment' Distribution. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
employ  the  practice  of  shipping  industry  products  on  consignment  or 
pretended  consignment  for  the  purpose  and  with  the  effect  of  arti- 
ficiaUy  clogging  or  closing  trade  outlets  and  unduly  restricting  com- 
petitors' use  of  said  trade  outlets  in  getting  their  products  to  consumers 
through  regular  channels  of  distribution,  thereby  injuring,  destroying, 
or  preventing  competition  or  tending  to  create  a  monopoly  or  to  un- 
reasonably restrain  trade.  Nothing  in  this  rule  shall  be  construed  as 
restricting  or  preventing  consignment  shipping  or  marketing  of  in- 
dustry products  in  good  faith  where  suppression  of  competition,  re- 
stramt  of  trade,  or  undue  interference  with  competitors*  use  of  the 
usual  channels  of  distribution,  is  not  effected. 

Rule  7.  Deception  as  to  Origin. 

In  respect  to  sun  glasses  having  lenses  made  from  glass  produced  in 
a  foreign  country  and  (1)  imported  in  the  finished  state,  or  (2)  im- 
ported in  the  unfinished  state  and  finished  in  the  United  States,  it  is  an 
unfair  trade  practice: 

(a)  To  offer  for  sale,  sell,  or  distribute  any  such  sun  glasses 
under  marks,  stamps,  brands,  labels,  or  representations  which  have 
the  capacity  and  tendency  or  effect  of  misleading  or  deceiving 
purchasers  or  the  consuming  public  into  the  erroneous  belief  that 
the  sun  glasses  or  the  lenses  thereof  were  produced  wholly  within 
the  United  States;  or 

(h)  To  offer  for  sale,  sell,  or  distribute  any  such  sun  glasses 
without  the  same  being  marked,  stamped,  branded,  or  labeled  so 
as  to  indicate  clearly  and  nondeceptively  the  country  of  origin 
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of  such  lenses,  the  failure,  refusal,  or  omission  to  so  mark,  stamp, 
brand,  or  label  such  sun  glasses  having  the  capacity  and  tendency 
or  result  of  thereby  promoting,  abetting,  or  effectuating  the  mar- 
keting of  the  sun  glasses  under  conditions  which  are  misleading 
or  deceptive  to  purchasers  or  the  consuming  public. 

(Nothing  in  this  rule  shall  be  construed  as  relieving  any  member 
of  the  industry  or  other  party  of  the  necessity  of  complying  with 
the  requirements  of  the  customs  laws  or  regulations,  or  other  ap- 
plicable provisions  of  law  or  regulation,  relating  to  the  marking  of 
imported  articles.) 

Rule  8. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,^ 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,^  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent.price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (&)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 


1  See  footnote,  p.  460. 
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sonal  goo.ls,  distress  sales  under  eourt  process,  or  sales  hi  goo<l 
taitli  m  discoiitinuanee  of  business  in  the  goods  concerned. 
(6)  Prohibited  Brokerage  and  Commissions.— It  is  an  unfair  trade 
pract.ee  for  any  member  of  the  industry  engajrcd  in  commerce,'  in  the 
course  of  snch  commerce,  to  pay  or  prant.  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendere.1 
n.  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchan.lise. 
either  to  the  other  party  to  such  transaction  or  to  an  ajrent.  n^preseuta- 
tive  or  other  mtermediarj-  therein  where  sucli  intennediarv  is  acting 
m  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indir;ct  control 
of  any  party  to  such  transaction  other  than  the  person  bv  whom  such' 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc  —It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce'  to  pay  or  contract  for  the  paj-ment  of  advertUing  or  pro- 
motional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  snch  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  bv 
or  through  such  customer  in  connection  with  the  processing,  handlin- 
sa^e,  or  offering  for  sale  of  any  products  or  commodities  manufactured' 
sold,  or  offered  for  sale  by  such  member,  unless  such  pavment  or  con- 
sideration  is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities.— It  is  an  un- 

laZ^TfT^'''"'  ^"'.""-^  '"''"''^'-  "*  *•»«  industry  engaged  in  com- 
merce  to  discriminate  m  favor  of  one  purchaser  against  another  pur- 
chaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  bv  contribut- 
mg  to  the  furnishing  of.  any  services  or  facilities  connected  with  the 
proc^sing.  handling,  sale,  or  offering  for  sale,  of  such  commoditv  so 

Tq^nal  !ems"^""  *'""'  ""*  '*'"*"■*'"'  *"  '"  ^'''"^'''^^  ""  proportionally 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,'  ,n  the  course  of  such  commerce,  kno«-ingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  8.  "^S"'"*. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries 
D    If     r^v      *^     ''  ""''  ("'''"table  Institutions  Not  Operated  foi- 

.l-'Tu  fo^«g»ing  provisions  of  this  Rule  8  relate  to  practices 
withm  the  purview  of  the  Robinson-Patman  AntidLscrimination  Act, 

^  See  footnote,  p.  460. 
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Which  Act  and  the  application  thereunder  of  this  Rule  8  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrunination  Act,  which  amendment  was  approved  May  26  1938 
and  reads  as  follows :  ^      .         , 

♦K"n'-!*/o*"*"^  ^^  *•"'  ®*'"'*'  '"'^  ^^"««  »f  Representatives  of 
tae  united  States  of  America  in  Congress  assembled.  That  nothing 
m  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15 
oec.  13c.)  ' 

RniiE  9.  Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  en- 
gaged in  commerce,'  to  discriminate  in  favor  of  one  customer-purchaser 
against  another  customer-purchaser  of  the  products  of  this  industry 

ftrnfst  Tf         r"''"'  °*  '^'  '°<^"^*^^'  *°^  '^«>«'  ^y  contracting  to 
ft^rnirii  or  fumwhing  in  connection  therewith,  upon  terms  not  ac- 

^d  to  aU  customer-purchasers  on  proportionally  equal  terms,  th<- 

privilege  of  returning  industry  products  so  purchased  and  receiving 

S^rjtf  """TT^  *?*  P"*''"^  P™«'  P""'^'^'  *'"**"*'•.  nothing 
in  any  of  the  rules  herein  shaU  prohibit  or  be  used  to  prevent  the 

return  of  merchandise  by  purchaser,  for  credit  or  refund  of  purchase 
price,  when  and  because  such  merchandise  has  been  falsely  or  decep- 
tively labeled  or  represented,  or  when  and  because  such  merchandise  i. 

f„  r  *  ?  """'"""V  ^"^km^'^J'iP.  or  in  any  other  respect  contrary 
to  warranty  or  purchase  contract. 

Promulgated  by  the  Federal  Trade  Commission  December  23,  1941, 


*  8te  footnote,  p.  460. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Ribbon  Industry  as  extended  by  certain 
additional  provisions  are  promulgrated  by  the  Federal  Trade  Commis- 
sion and  are  hereinbelow  set  forth. 

The  rules  previously  issued  for  this  industry  on  June  28,  1939,  are 
continued  without  textual  change,  but  with  the  additional  provisions 
incorporated.  New  rules  added  are  numbered  16,  17,  and  18,  and 
relate  to  the  labeling  of  ** seconds;'*  to  the  use  of  a  warranty  statement 
concerning  the  marking  of  yardage  and  fiber  content  of  ribbon  prod- 
uct; and  to  the  prevention  of  such  intermingling  of  ** cut-edge'*  and 
**woven-edge''  ribbons  as  may  be  confusing  or  deceptive  to  purchasers. 
Paragraph  (/)  of  Rule  13  has  also  been  added  and  explanatory-  notes 
revised  where  necessary. 

More  adequate  consumer  protection  and  maintenance  of  fair  com- 
petitive methods  in  the  industry  are  primary  objectives  of  the  rules. 

Ribbons  of  various  kinds,  which  are  the  products  of  the  industry,  are 
manufactured  and  marketed  for  many  different  uses.  They  are  sold, 
directly  or  through  jobbers,  to  manufacturers  of  millinery,  footwear, 
and  wearing  apparel  for  use  as  trimming  and  for  other  purposes;  to 
manufacturers  of  candy,  greeting  cards,  and  many  other  products  for 
use  in  connection  with  the  manufacture  and  distribution  of  such  mer- 
chandise; and  to  merchants  for  use  in  the  wrapping  and  decorating  of 
gifts  and  numerous  other  articles.  Ribbons  are  also  marketed  at  retail 
through  department  stores,  drygoods  stores,  and  other  dealer  outlets 
for  use  by  the  general  consuming  public.  The  annual  volume  of  sales 
of  the  manufacturing  branch  of  the  industry  aggregates  approximately 
$16,000,000,  according  to  present  available  information. 

Establishment  of  the  rules  was  effected  upon  application  of  members 
of  the  industry  under  the  Commission's  trade  practice  conference 
procedure.  The  proceedings  included  the  holding  of  an  industry  confer- 
ence and  public  hearings  at  which  all  members  of  the  industry,  and  all 
other  interested  or  affected  parties,  were  afforded  opportunity  to  submit 
their  views  and  to  be  heard. 

Upon  due  consideration  the  rules  appearing  in  Group  I  and  Group  II 
were  respectively  approved  and  received  by  the  Commission. 
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THE  RULES 

(NOTE.~The  rules  do  not  supplant,  or  relieve  any  member  of  the 
industry  or  other  party  of  the  necessity  of  complying  with,  such 
applicable  fiber  identification  rules  and  other  pertinent  Group  I  rules 
as  have  been  or  may  be  approved  and  promulgated  by  the  Federal 
Trade  Commission.) 

DEFINITION 

The  term  "ribbon"  or  "ribbons"  as  herein  used  shall  be  construed  for 
purposes  of  these  rules  as  embracing  all  those  narrow  fabrics  technically 
classified  or  known  as  ribbons,  also  all  other  products  marketed  by  mem- 
bers of  the  industry,  whether  domestic  or  imported,  which  have  the 
appearance  of  ribbons  and  are  used  for  the  same  or  similar  purposes, 
including  so-called  "cut-edge"  ribbons  and  "pasted-back"  ribbons. 


GROUP  I* 

Rule  1.  Misbranding  of  Industry  Prodticts. 

The  false  or  deceptive  marking  or  branding  of  ribbons  with  respect 
to  the  grade,  quality,  yardage,  size,  use,  colorfastness,  content,  origin, 
construction,  fabrication,  manufacture  or  distribution  thereof,  or  in 
any  other  material  respect,  is  an  unfair  trade  practice. 

Rule  2.  Misrepresentation  of  Industry  Products. 

It  is  an  unfair  trade  practice  to  make  or  publish  or  cause  to  be  made 
or  published,  directly  or  indirectly,  any  false,  misleading  or  decep- 
tive statement,  representation,  guarantee  or  warranty,  by  way  of 
advertisement  or  otherwise,  concerning  the  grade,  quality,  yardage, 
size,  use,  colorfastness,  content,  origin,  construction,  fabrication,  manu- 
facture or  distribution  of  any  ribbon,  or  in  any  other  material  respect. 

Rule  3.  Misrepresentation  as  to  Character  of  Business. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
represent,  directly  or  indirectly,  through  the  use  of  the  word  '"mill" 
or  "mills,*'  or  any  other  word  or  term  of  similar  import  or  meaning, 
in  his  or  its  corporate  or  trade  name,  or  otherwise,  that  he  or  it  is  a 
manufacturer  of  ribbons  or  that  he  or  it  is  the  owner  or  operator  of  a 
mill  or  producing  company  manufacturing  ribbons,  when  such  is  not 
the  fact,  or  in  any  other  manner  to  misrepresent  the  character,  extent 
or  type  of  his  or  its  business. 

Rule  4.  False  Invoicing, 

Withholding  from  or  inserting  in  invoices  or  sales  tickets  any  state- 
ments or  information  by  reason  of  which  omission  or  insertion  a  false 
record  is  made,  wholly  or  in  part,  of  the  transactions  represented  on 


•  Se«  patre  VIH  for  headnote  applicable  to  Group  I  Rules. 
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the  face  of  such  invoices  or  sales  tickets,  with  the  effect  of  thereby 
misleadinj]:  or  deceiving  purchasers  or  the  consuming  public,  is  an  un- 
fair trade  practice. 

Rule  5.  Defamation  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality  or  manufacture  of  the  products  of  competitors  or  of 
their  business  methods,  selling  prices,  values,  credit  terms,  policies  or 
services,  is  an  unfair  trade  practice. 

Rule  6.  Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  directly 
or  indirectly  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees  or  repre- 
sentatives of  competitors*  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to  pur- 
chase ribbons  manufactured  or  sold  by  such  industry  member  or  the 
maker  of  such  gift  or  offer,  or  to  influence  such  employers  or  principals 
to  refrain  from  dealing  in  the  products  of  competitors  or  from  dealing 
or  contracting  to  deal  with  competitors. 

Rule  7.  Imitation  or  Simulation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands 
or  labels  of  competitors,  or  of  the  exclusively  owned  patterns  of  com- 
petitors which  have  not  been  directly  or  by  operation  of  law  dedicated 
to  the  public,  with  the  tendency  and  capacity  or  effect  of  misleading  or 
deceiving  purchasers  or  the  consuming  public,  is  an  unfair  trade 
practice. 

Rule  8.  Circulation  of  Threats  of  Suit. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  haras- 
sing or  intimidating  such  customers  or  prospective  customers,  or  of  un- 
duly hampering,  injuring  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 

Rule  9.  Consignment  Selling. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  use 
the  practice  of  shipping  goods  on  consignment  or  pretended  consign- 
ment for  the  purpose  and  with  the  effect  of  artificially  clogging  trade 
outlets  and  unduly  restricting  competitors'  use  of  said  trade  outlets  in 
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getting  their  goods  to  consumers  through  regular  channels  of  distribu- 
tion, or  with  such  purpose  to  entirely  close  said  trade  outlets  to  such 
competitors  so  as  to  substantially  lessen  competition  or  tend  to  create 
a  monopoly  or  to  unreasonably  restrain  trade ;  provided,  however,  that 
nothing  herein  shall  be  construed  or  used  as  restricting  or  preventing 
consignment  shipping  or  marketing  of  commodities  in  good  faith  and 
without  artificial  interference  with  competitors'  use  of  the  usual  chan- 
nels of  distribution  in  such  manner  as  thereby  to  suppress  competition 
or  restrain  trade. 

Rule  10.  Deception  as  to  Origin. 

In  respect  to  any  ribbons  of  the  foUowing  types,  (1)  ribbons  which 
have  been  woven  or  fabricated  in  a  foreign  country  and  imported  in 
the  greige  or  other  unfinished  state  and  dyed  or  finished  in  the  United 
States;  or  (2)  ribbons  which  have  been  imported  in  the  finished  state 
and  redyed  or  refinished  in  the  United  States;  or  (3)  ribbons  which 
have  been  made  from  fabric  which  has  been  woven  or  fabricated  in  a 
foreign  country  and  imported  either  in  the  greige  or  unfinished  state 
or  m  the  dyed  or  finished  state,  it  is  an  unfair  trade  practice: 

(a)  To  offer  for  sale,  sell  or  distribute  any  such  ribbons  under 
marks,  stamps,  brands,  labels  or  representations  which  have  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  pur- 
chasers or  the  consuming  public  into  the  erroneous  belief  that 
such  ribbons  or  the  fabrics  thereof  were  woven  or  fabricated  in 
the  United  States,  or  that  they  were  not  so  dyed,  finished,  redyed 
or  refinished  in  the  United  States,  as  the  case  may  be;  or 

(b)  To  offer  for  sale,  sell  or  distribute  any  such  ribbons  without 
the  same  being  marked,  stamped,  branded  or  labeled  so  as  to 
indicate  clearly  and  nondeceptively  (1)  the  country  of  origin  of 
the  fabric,  and  (2)  that  the  ribbons  were  woven  or  fabricated  in 
such  country  and  were  dyed  or  finished  or  redyed  or  refinished  in 
the  United  States,  as  the  case  may  be;  the  failure,  refusal  or 
omission  to  so  mark,  stamp,  brand  or  label  such  ribbons  having  the 
tendency  and  capacity  or  result  of  thereby  promoting,  abetting  or 
effectuating  the  marketing  of  the  ribbons  under  conditions  which 
are  misleading  or  deceptive  to  purchasers  or  the  consiuning  public. 

(Nothing  in  this  rule  shall  be  construed  as  relieving  any  member 
of  the  industry  or  other  party  of  the  necessity  of  complying  with  the 
requirements  of  the  customs  laws  or  regulations,  or  other  applicable 
provisions  of  law  or  regulation,  relating  to  the  marking  of  imported 
articles.) 

Rule  11.  Disclosure  of  Yardage. 

In  order  that  purchasers  may  not  be  deceived  as  to  the  yardage  of 
ribbons  and  that  misrepresentation  and  deceptive  concealment  in  re- 
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spect  thereto  may  be  avoided  and  prevented,  the  minimum  yardage 
of  the  article  should  be  clearly  and  nondeceptively  marked  on  the 
product  or  on  the  spools,  bolts,  cards  or  other  immediate  packaging  of 
the  product ;  and  the  sale,  offer  for  sale  or  distribution  of  any  ribbons 
not  so  marked,  with  the  tendency  and  capacity  or  effect  of  misleading 
or  deceiving  purchasers  or  the  consuming  public,  is  an  unfair  trade 
practice.^ 

Rule  12.   *' Cut-Edge''  and  ''Pasted-Back''  Products. 

To  the  end  that  purchasers  may  have  adequate  information  concern- 
ing the  following  types  of  industry  products,  and  that  confusion,  mis- 
representation and  deception  may  be  avoided  and  prevented,  the  spool, 
bolt,  card  or  other  form  of  immediate  packaging  of  such  products  should 
be  clearly  and  nondeceptively  marked  in  the  following  manner : 

(a)  Ribbons  having  cut,  and  not  woven,  edges  should  be  marked 
or  labeled  with  the  words  ** cut-edge,'*  or  with  word  or  words  of 
similar  import  or  meaning. 

(h)  Ribbons  made  by  the  adhesion  of  separate  layers  of  fabric 
should  be  marked  or  labeled  with  such  appropriate  word  or  words 
as  will  adequately  disclose  that  such  prodiicts  are  so  made,  as  for 
example,  *  *  pasted-back.  * ' 

(c)  Ribbon  products  which  are  both  ** cut-edge**  and  ** pasted- 
back**  are  subject  to  the  disclosure  requirements  of  both  para- 
graphs (a)  and  (6)  of  this  rule. 

It  is  an  unfair  trade  practice  to  cause  any  such  product  to  be  offered 
for  sale,  sold  or  distributed  without  being  so  marked  or  labeled,  with  the 
tendency  and  capacity  or  effect  of  thereby  misleading  or  deceiving 
purchasers  or  the  consuming  public. 

(Nothing  in  this  rule  shall  be  construed,  however,  as  preventing 
the  use  of  the  word  ** ribbon**  or  ** ribbons**  in  properly  describ- 
ing such  products  of  the  industry,  provided  that  the  words  **  cut- 
edge**  and/or  ** pasted-back'*  or  other  appropriate  term  are  set 
forth  in  immediate  conjunction  therewith,  and  with  at  least  equal 
prominence,  conspicuousness  and  emphasis,  as  for  example,  **  Cut- 
Edge  Ribbon,'*  ' * Pasted-Back  Ribbon,**  or  ** Cut-Edge  Pasted- 
Back  Ribbon.**) 

Rule  13. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination. — 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 


^Note:  In  cutting  industry  products  in  the  ffreise  or  after  flnishinff.  adequate  allowance 
should  be  made  for  the  subsequent  shrinkage  and/or  contraction  of  such  products,  to  the  end 
that  purchasers  may  be  assured  the  full  yardage  represented. 


m  commerce,-  in  the  euurse  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,^ 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,^  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 

^  facture,  sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall'  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (&)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions, — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 

-  See  footnote,  p.  460. 
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an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerceMo  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sa^e,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration 18  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities.— It  is  an  un- 
fair trade  practice  for  any  member  of  the  industiy  engaged  in  com- 
merce to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser  or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionaUy 
e{)ual  terms.  f    f  j 

(e)  Inducing  or  Receiving  an  lUeyal  Discrimimtion  in  Price— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce  »m  the  course  of  such  commerce,  knowmgly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Bule  13.  •'  b"    b 

(/)  Purchases  by  SchooU,  CoUeges,  Universities,  Public  Libraries 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  foi- 
m/S<.-.The  foregoing  provisions  of  this  Rule  13  relate  to  practices 
witlim  the  pumew  of  the  Robinson-Patman  Antidiscrimination  Act. 
which  Act  and  the  application  thereunder  of  this  Rule  13  are  subject 
to  the  limitations  expres.sed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act.  which  amendment  was  approved  Mar  "6  1038 
and  reads  as  follows :  .   -  •    •      . 

Jfr'^'^^T'*^^  ^^'  "'"  ^^"''**  ""*'  """"«  °^  Representatives  of 
the  United  States  of  America  in  Congress  assembled,  That  nothing 
m  the  Act  approved  June  19,  1936  (Public,  Numbered  692. 
beventy-fonrth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  Supp.  4  U.  S.  C.  Title  15 
Sec.  13c.)  ' 


■  3<c  footaate,  p.  4(0. 
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BuiiE  14.   Disc nmi nut ory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  en- 
gaged in  commerce^  to  discriminate  in  favor  of  one  customer-pur- 
chaser against  another  customer-purchaser  of  ribbons,  bought  from 
such  member  of  the  industry  for  resale,  by  contracting  to  furnish  or 
furnishing  in  connection  therewith,  upon  terms  not  accorded  to  aU 
customer-purchasers  on  proportionally  equal  terms,  the  service  or 
facility  whereby  such  favored  purchaser  is  accorded  the  privile<'e  of 
returning  ribbons  so  purchased  and  receiving  therefor  credit  or  tetxaxd 
of  purchase  price :  Provided,  hotcever,  nothing  in  any  of  the  rules  herein 
shall  prohibit  or  be  used  to  prevent  the  return  of  merchandise  by  pur- 
chaser, for  credit  or  refund  of  purchase  price,  when  and  because  such 
merchandise  has  not  been  properly  labeled  by  the  seUer  as  to  fiber  con- 
tent,  or  has  been  otherwise  falsely  or  deceptively  labeled  or  repre- 
sented, or  when  and  because  such  merchandise  is  defective  in  material 
workmanship,  or  in  any  other  respect  contrary  to  warranty  or  purchase 
contract. 

Bole  15.   Fiber  Identification  of  Product. 

Identification  and  disclosure  of  fiber  and  other  material  content  of 
the  products  of  this  industry  shall  be  made  in  accordance  with  the 
applicable  requirements  of  the  Group  I  fiber  identification  rules  ap- 
proved and  promulgated  by  the  Commission,  such  as  the  Group  I  Rayon 
Rules  promulgated  October  26,  1937,  relating  to  products  containing 
rayon  in  whole  or  in  part,  and  the  Group  I  Silk  Rules  promulgated 
•November  4.  1938.  relating  to  products  containing  or  purporting  to 
fontain  silk  in  whole  or  in  part,  and  such  other  provisions  of  laws  and 
r^ulations  on  the  subject  as  or  when  made  applicable  to  the  products 
of  this  mdustrj-. 

Rule  16.   Warranty  Statement  in  Invoices.* 

(a)  In  r^pect  to  disclosure  of  fiber  content  in  invoices,  if,  because 
of  a  multiplicity  of  items  of  different  fiber  composition,  it  is  not  feasible 

o  have  the  fiber  content  of  the  different  numbers  or  items  set  out  on 
the  face  or  back  of  the  invoice  or  otherwise  specificaUy  listed  therein 
a  statement  m  lieu  of  such  specific  listing  of  fiber  content  in  the  invoice 
may  be  set  forth  therein  to  the  effect  that  the  seUer  warrants  each  and 
every  item  coming  under  these  rules  and  covered  by  such  invoice  to  be 
property  marked  and  labeled  as  to  content  in  fuU  conformity  with  the 
provisions  of  applicable  trade  practice  rules,  provided  such  products 
are  labeled  and  marked  properly  as  to  fiber  content,  yardage,  and  in 
such  other  respects  as  required  by  these  rules,  and  provided  further 
that  no  false  or  misleading  designations  or  representations  are  used, 

»  Se«  footnote,  p.  460. 

•  Added  to  rules   for  tho  industry  June  80,  1942. 
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nor  any  other  deception,  direct  or  indirect,  is  practiced  in  or  by  meana 
of  such  invoice. 

(6)  The  following  is  an  example  of  such  warranty  statement  which 
may  be  used  under  this  rule  when  the  foregoing  conditions  are  met : 

The  seUer  hereby  warrants  that  the  ribbons  covered  by  this  in- 
voice are  clearly  and  truthfully  labeled  and  marked  as  to  fiber 
content  and  yardage.  Truthful  labels  or  marks  disclosing  such 
information  should  not  be  removed  or  concealed. 

(c)  In  invoices  covering  any  ribbons  which  are  "cut-edc^e  »'  or 
"pasted-back,"  or  '^seconds/'  the  warranty  statement  in  the"invoice 
under  this  rule  shall  also  include  a  warranty  that  the  ribbons  are 
properly  marked  in  these  respects,  as  for  example : 

The  seller  hereby  warrants  that  the  ribbons  covered  by  this  in- 
voice  are  clearly  and  truthfully  labeled  and  marked  as  to  fiber 
content  and  yardage,  and  as  to  their  being  **  cut-edge, '  *  '*pasted- 
back,''  or  ** seconds,"  where  such  is  the  fact.  Truthful  labels  or 
marks  disclosing  such  information  should  not  be  removed  or  con- 
cealed. 

(Nothing  in  this  rule  shall  be  construed  as  providing  for  the 
omission  of  disclosure  in  the  invoice  of  yardage  or  of  the  fact  that 
products  are  ^'cut-edge,-  -pasted-back,-  or  "seconds,-  as  the  case 
may  be.) 

RrLE  17.  Seconds* 

(aO  Ribbons  which  are,  or  are  represented  as  being,  "Seconds- 
should  be  marked  ' '  Seconds. ' ' 

(b)  For  purposes  of  this  rule,  "Seconds"  shall  be  considered  as 
mcluding  all  ribbons  which  are  defective  by  reason  of  containing 
flaws  irregularities,  or  imperfections,  in  material,  construction  or  finish 
or  which  are  otherwise  not  of  first  quality. 

(c)  The  marking  provided  for  in  this  rule  shall  be  made  in  a  con- 
spicuous and  nondeeeptive  manner  on  the  spool,  bolt,  card,  or  other 
torm  of  immediate  packaging  of  the  ribbons,  or  on  the  ribbons  them- 
selves, whichever  method  of  marking  is  appropriate  under  the  cir- 
cumstances, and  with  sufficient  permanency  as  to  carry  through  the 
channels  of  trade  to  the  ultimate  consumer  in  clearly  legible  condition. 
Letters  which  are  of  full  face  ty-pe  and  at  least  i/4  inch  in  height  may 
be  used  for  this  purpose. 

(d)  It  is  an  unfair  trade  practice  to  fail  or  refuse  to  make  the  dis- 
closure provided  for  in  this  rule  in  respect  of  ribbons  which  are  "Sec- 
onds, or  to  fail  or  refuse  to  disclose  the  presence  in  ribbon  products 
ot  any  cuts,  tears,  bums,  or  that  the  product  is  otherwise  damaged,  with 

♦  Added  to  rules  for  the  industry  June  80,   1942. 
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the  capacity  and  tendency  or  effect  of  thereby  misleading  or  deceiving 
the  purchasing  or  consuming  public. 

Rule  18.  Proniotiyxg  the  Use  of  Deceptive  Marketing  Methods  in  the 
Sale  of  Cut -Edge  Ribbon  Products* 
In  the  course  of,  or  in  connection  with,  the  marketing,  offering  for 
sale,  sale,  or  distribution  of  ribbon  products  in  the  trade  and  to  the 
consuming  public,  it  is  an  unfair  trade  practice,  directly  or  indirectly, 
to  cause,  aid,  abet,  or  promote  the  display,  offering  for  sale,  or  sale  of 
"cut-edge"  ribbon  products,  through  any  means  or  device,  or  under 
any  conditions  or  circumstances,  which  have  the  capacity  and  tend- 
ency or  effect  of  misleading  or  deceiving  the  purchasing  or  consuming 
public ;  as  for  example, 

(1)  By  using  the  device  of  removing  "cut-edge"  ribbon  pro- 
ducts from  their  packages  and  displaying  them  for  sale  in  retail 
stores  without  mark  or  sign  plainly  informing  the  purchaser  that 
such  products  are  "cut-edge,"  with  the  capacity  and  tendency  or 
effect  referred  to  above;  or 

(2)  By  using  the  device  of  intermingling  "cut-edge"  and  "wov- 
en-edge"  ribbons  in  such  manner  as  to  mislead  or  deceive  the  pur- 
chasing public;  or 

(3)  By  using  any  other  means  or  device  which  involves  the 
deceptive  concealment  or  nondisclosure  of  the  fact  that  such  rib- 
bon products  are  "cut-edge,"  with  the  deceptive  capacity  and 
tendency  or  effect  mentioned. 

(NOTE.— To  promote  and  facilitate  observance  of  this  rule,  it  is  deemed 
proper  practice  for  manufacturers  and  others  marketing  "cut  ed?e"  rib 
bon  products  for  resale  in  retail  stores  to  supply  their  customers  with 
counter  markers  and  signs  clearly  indicating  that  the  ribbon  products 
displayed  at  such  counters  are  "cut-edge"  and  to  otherwise  assist  in 
making  such  disclosure  and  segregation  as  is  necessary  to  avoid  decep- 
tion and  to  fully  inform  the  purchasing  public.) 


GROUP  II** 

Rule  A.  Return  of  Merchandise. 

The  practice,  by  members  of  the  industry,  of  selling  ribbons  and  later 
permitting  the  purchaser  to  return  the  same  for  credit  or  refund  of 
purchase  price,  without  just  cause,  creates  waste  and  loss,  increases  the 
cost  of  doing  business  to  the  detriment  of  both  tlie  industry  and  the 
public,  and  is  condemned  by  the  industry,  subject,  however,  to  require- 
ments  and  limitations  set  forth  in  the  provisions  of  Rule  14  of  Group  I. 
herein,  and  subject  also  to  the  general  limitation  that  members  of  the 


•  Added  to  rules  for  the  industry  June  30.   1942. 

•  See  paare  VIH  for  headnote  applieable  to  Group  U  Rules. 
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industry  shall  not  engage  in  any  combination  or  conspiracy  in  restraint 
of  trade  or  use  any  other  illegal  methods  in  the  regulation,  control  or 
prevention  of  the  return   ..f  merchandise. 

Rule  B.  Maintenance  of  ^  c  urate  Record*. 

It  is  the  judgment  of  the  indu-stry  that  each  member  should  inde 
pendently  keep  proper  and  accurate  records  for  determining  his  costs. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  industn 
to  cooperate  with  the  Federal  Trade  Commission  and  to  perfoni. 
«uch  acts  as  may  be  legal  and  proper  to  put  these  rules  into  effect. 

Promulgated  by  the  Federal  Trade  Commission  June  30,  1942. 
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CATALOG  JEWELRY  AND  GIFTWARE  INDUSTRY 
PROMULGATED  DECEMBER  23,  1943 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Catalog  Jewelry  and  Gif tware  Industry, 
as  hereinafter  set  forth,  are  promulgated  by  the  Federal  Trade  Com- 
mission under  its  trade  practice  conference  procedure. 

The  rules  are  directed  to  the  prevention  of  various  unfair  competitive 
methods  or  practices  and  the  protection  of  industry,  trade,  and  the 
public  from  their  harmful  effects. 

Products  marketed  by  member  of  the  industry  are  of  great  variety. 
Included  therein  are  jewelry  of  all  kinds,  silverware,  watches,  clocks, 
novelties,  toilet  goods,  luggage,  electrical  appliances,  furniture,  sport- 
ing goods  or  equipment,  and  miscellaneous  items  of  consumer  goods. 
The  annual  volume  of  business  is  reported  as  aggregating  in  normal 
times  as  much  as  $200,000,000. 

Catalogs  issued  by  the  members  are  distributed  in  various  ways. 
They  are  supplied  by  such  catalog  houses  to  hardware,  drug,  and  gen- 
eral merchandise  stores,  and  to  other  retail  outlets,  in  small  communi- 
ties and  elsewhere,  to  be  used  by  such  stores  and  outlets  as  so-called 
counter-salesmen  or  for  display,  regularly  or  occasionally,  to  consumer- 
purchasers,  and  from  which  sales  may  be  made.  Such  purchasers  select 
articles  from  the  catalog  and  the  dealer  then  buys  from  the  catalojr 
house  the  respective  items  of  the  consumer's  selection.  Industry  mem"^ 
bership  also  includes  those  who  distribute  their  catalogs  of  this  char- 
acter to  industrial  concerns  and  to  buying  organizations  for  tlie  con- 
venience or  use  of  employees  or  members  of  such  concerns  or  organiza- 
tions in  purchasing  merchandise  direct  from  the  catalog  hoi^es,  or 
through  such  industrial  concerns,  buying  organizations,  their  officers 
or  others  acting  as  intermediaries.  In  some  instances,  industry  mem- 
bers distribute  their  catalogs  to  individuals  or  concerns  who  themselves 
may  be  prospective  purchasers  or  who  may  make  the  catalogs  available 
to  other  prospective  purchasers  for  the  purpose  of  making  selections  and 
purchases  of  products  offered  by  the  catalog  house. 

In  the  catalogs,  with  but  few  exceptions,  net  consumer  prices  of  the 
respective  articles  offered  for  sale  are  not  shown  or  specified,  but  code 
numbers  or  so-ealled  list  prices  or  catalog  figures  or  other  methods  are 
usually  used  for  enabling  dealers  or  persons  having  special  knowledge 
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to  learn  what  the  catalog  house's  price  actually  is  and  to  what  extent 
it  differs  from  such  price  figures  as  are  listed  in  the  catalog. 

The  above  does  not  include  catalogs  issued  by  manufacturers  or  dis- 
tributors to  members  of  tlie  trade  only  for  use  in  making  purchases  of 
their  stock  in  trade  and  which,  although  not  carrying  net  consumer 
prices,  are  not  used  as  so-called  counter-salesmen  for  display  to  con- 
sumer-purchasers and  from  which  to  make  sales  to  such  consumer- 
purchasers.  Moreover,  the  Catalog  Jewelry  and  Giftware  Industry,  as 
herein  referred  to,  is  not  to  be  understood  as  including  the  mail-order 
houses  whose  catalog  business  is  that  of  selling  direct  to  the  consumer 
through  catalogs  in  which  are  shown,  generally,  for  each  item  therein, 
prices  or  price  figures  which  constitute  actual  or  net  selling  prices  of 
such  catalog  houses  to  their  customers.  However,  nothing  herein  shall 
be  construed  as  relieving  anyone  of  the  necessity  of  complying  with 
whatever  laws  or  regulations  may  be  applicable  in  the  premises. 

The  proceeding  for  the  establishment  of  trade  practice  rules  was 
instituted  upon  application  from  members  of  the  industry.  In  the 
course  thereof  a  general  trade  practice  conference  for  the  entire  in- 
dii^try  was  held  in  Cleveland,  Ohio.  Subsequently,  a  draft  of  proposed 
rules  for  tlie  industry  was  made  available  upon  public  notice  issued 
by  the  Commission  to  all  interested  or  affected  parties  affording  them 
opportunity  to  present  their  views  to  the  Commission,  including  such 
pertinent  information,  suggestions  or  objections  as  they  desired  to  sub- 
mit, and  to  be  heard  orally.  Accordingly,  public  hearing  pursuant  to 
such  notice  was  held  in  Washington,  D.  C,  and  all  matters  there  pre- 
sented, or  otherwise  submitted,  were  duly  received  and  considered. 

Thereafter,  and  upon  consideration  of  the  entire  proceedings,  final 
action  was  taken  by  the  Commission  whereby  it  approved  the  following 
rules  in  Group  I: 

GROUP  I* 

Rule  1.    Misbranding  and  Misrepresentation. 

(a)  The  use  on  any  product  or  article  offewd  tor  sale,  sold,  or  dis- 
tributed of  any  marks,  brands,  or  labels  which  are  false,  misleading,  or 
deceptive  in  respect  of  such  product  or  article,  or  in  respect  of  the 
grade,  quality,  quantity,  use,  size,  weight,  material  content,  origin, 
preparation,  manufacture,  or  distribution  thereof,  or  which  are  falsei 
misleading,  or  deceptive  in  any  other  respect,  is  an  unfair  trade 
practice. 

(b)  It  is  au  unfair  trade  practice  to  make  or  publish,  or  cause  to  be 
made  or  publislK.!  in  advertisements,  catalogs,  bulletins,  circulars,  or 
by  radio,  or  in  ui.y  o.ii-r  n>aiiner.  any  statement  or  representation  which 


•  See  pagre  VIII  for  hendnote  applicable  to  Group  I  RnUs. 
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is  false,  misleading,  or  deceptive  in  respect  of  any  product  or  article 
offered  for  sale,  sold,  or  distributed,  or  in  respect  of  the  grade,  quality, 
quantity,  use,  size,  weight,  material  content,  origin,  preparation,  manu- 
facture, or  distribution  thereof,  or  which  is  false,  misleading,  or  decep- 
tive in  any  other  respect. 

Rule  2.   Passing  Off  Inferior  Sterling  Silverware  as  that  of  Superior 
Grade,  Etc. 

It  is  an  unfair  trade  practice  to  pass  off,  directly  or  indirectly,  throng). 
any  means  or  device,  any  sterling  silverware  of  a  certain  grade,  quality, 
thickness,  or  weight  as  and  for  sterling  silverware  of  superior  grade, 
quality,  thickness,  or  weight,  with  the  capacity  and  tendency  or  "effect 
of  misleading  or  deceiving  purchasers  or  prospective  purchasers. 

Rule  3.  Deceptive  Pricing. 

(a)  It  is  an  unfair  trade  practice  to  use,  in  advertisements,  catalogs, 
bulletins,  circulars,  or  other  printed  matter,  distributed  to  consumers, 
dealers,  purchasing  agents,  cooperative  buying  groups  or  others,  any 
price  marks,  price  designations,  or  so-called  prices,  or  figures,  words, 
or  marks  purporting  to  be  prices,  when  such  do  not  represent  actual 
bona  fide  selling  prices,  or  which  are  misleading  or  deceptive  in  any 
respect.   Nothing  in  this  rule,  however,  shall  be  so  construed  as— 

(1)  To  prevent  the  use  in  catalogs  or  sales  literature  of  figures, 
letters,  or  symbols,  or  combinations  thereof,  purporting  merely 
to  be  the  catalog  number  of  the  item  or  article  listed,  which  number 
is  not  accompanied  by  the  dollar  sign  or  decimal  point  indicating 
dollars  and  cents,  and  is  not  represented  to  be,  and  does  not 
by  position  on  the  page  or  otherwise  purport  to  be,  a  price 
of  any  kind,  but  is  used  to  provide  a  number  and  basis  for  use  in 
computing  the  dealer's  or  purchaser's  cost  (Illustrative  number 

(2)  To  prevent  the  use  in  catalogs  or  sales  literature  of  the 
term  ** Catalog  Figure"  (or  its  abbreviation  **Cat.  Fig.")  fol- 
lowed by  a  number,  or  the  use  of  a  number  immediately  preceded 
or  followed  by  a  symbol,  when  such  term,  number,  or  s^Tnbol  is 
not  accompanied  by  the  dollar  sign  or  decimal  point  indicating 
dollars  and  cents,  and  when  such  term,  number,  or  s>Tnbol  as  used 
is  not  a  price  of  any  kind  nor  is  represented  as  such,  but,  while 
occupying  a  position  on  the  page  ordinarily  occupied  by  price 
marks,  is  used  merely  to  provide  a  number  and  basis  for  computing 
the  dealer's  or  purchaser's  cost,  which  method  is  described  on 
another  page; 

Provided,  however,  on  each  page  showing  such  term,  number, 
or  symbol,  there  is  conspicuously  and  prominently  set  forth  a 
notice  to  the  effect  that  the  ''Catalog  Figure"  or  ''Cat.  Fig.,"  or 
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the  number  immediately  preceded  or  followed  by  a  symbol,  is 
not  a  price  but  is  a  number  or  code  mark  from  which  the  selling 
price  of  the  catalog  house  is  determined.  The  following  are 
examples  of  such  page  markings  specified  in  this  subsection : 

*'  (Description  of  Article 

offered  for  sale) Catalog  Figure  18Vi" 

or 
'*  (Description  of  Article 

offered  for  sale) Cat.  Fig.  18%" 

or 
"  (Description  of  Article 

offered  for  sale)   1211 '  * 

(At  the  top  or  bottom  of  each  page,  notice  to  the  following  effect 
is  to  be  set  forth  in  clear  and  conspicuous  form,  heavy  bold  type  in 
contrasting  color  preferred:) 

''NoncE.—The  flgrures  designated  Catalog  Figures  (Cat.  Fig.)  shown 
on  this  page  are  not  retail  prices  nor  any  other  prices.  They  are  merely 
assigned  figures  from  which  the  dealer  or  purchaser  may  determine 
his  cott." 

or 

"JJThls  is  not  a  price  but  a  code  symbol  from  which  you  find  your 
cost   See  page  ..." 

(6)  Nothing  in  this  rule  shall  be  construed  as  prohibiting  the  show- 
ing  of  a  bona  fide  suggested  resale  price  when  clearly  and  nondecep- 
tively  designated  as  a  suggested  resale  price,  provided  that  as  a  resale 
price  it  is  fair  and  reasonable  and  is  not  fictitiously  inflated  nor  decep- 
tively higher  than  the  ordinary  going  resale  price  in  the  general  mar- 
ket for  such  articles  of  the  grade  and  quality  to  which  the  suggested 
resale  price  is  applied;  and  provided  further,  that  no  deception  is 
practiced  in  respect  thereto.  -; 

(c)  Except  insofar  as  authorized  or  required  by  law,  nothing  in  this 
rule  shall  be  construed  as  requiring  or  permitting  any  member  of  the 
industry  or  other  person  to  cause,  directly  or  indirectly,  any  dealer 
or  other  reseller  to  charge  any  certain  price  or  to  fix  or  control  the 
price  at  which  any  such  dealer,  reseller,  or  other  person  shall  sell  or 
resell  any  product. 

Rule  4.  Misrepresentation  of  Character  of  Business. 

I.  It  is  an  unfair  trade  practice  for  any  member  of  the  industry, 
through  catalogs,  advertisements,  or  other  means,  to  represent  or  hold 
himself  or  itself  out  directly  or  indirectly  as  being  a  wholesaler,  jobber, 
distributor,  wholesale  distributor,  wholesale  jeweler,  manufacturer, 
manufacturing?  wholesaler,  manufacturer's  distributor,  importer,  or 
exporter. 
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(«)  Unless  such  member  of  the  industry  is  respectively  such 
wholesaler,  jobber,  distributor,  wholesale  distributor,  wholesale 
)  jeweler,  manufacturer,  manufacturing  wholesaler,  manufacturer's 
distributor,  importer,  or  exporter  in  respect  of  all  the  articles  or 
products  offered  for  sale  or  advertised  in  such  catalogs  or  under 
such  representations;  or 

(h)  Unless,  when  true  in  part  only,  the  representation  is  ac- 
companied, in  immediate  conjunction,  by  such  explicit  qualifica- 
tions or  disclosure  as  will  confine  the  representation  within  ti-utli 
ful  scope,  expressed  and  implied,  showing  the  fact  that  such  mem- 
ber is,  as  the  case  may  be,  such  wholesaler,  jobber,  distributor, 
wholesale  distributor,  wholesale  jeweler,  manufacturer,  manufac- 
turing wholesaler,   manufacturer's   distributor,   importer,   or  ex- 
porter as  to  only  a  certain  stated  proportion  or  designated  groups 
of  articles  (or  only  as  to  certain  specified  articles)  and  not  as  to 
aU  the  articles  or  products  offered  for  sale,  advertised,  cataloged, 
or  sold  under  or  in  connection  with  such  representation. 
II.  It  is  an  unfair  trade  practice  for  any  member  of  the  industry 
to  represent,  by  catalog,  advertisement,  or  otherwise,  that  any  article 
or  product  offered  for  sale  by  such  member  may  be  secured  directly 
or  indirectly  from  such  member  at  the  usual  wholesale  price  or  at 
other  designated  price  when  such  is  not  true  in  fact. 

Rule  5.   Deceptive  Set-up  of  Disclosed  Information. 

In  setting  forth  any  statement,  designation,  or  other  information  to 
be  disclosed  under  any  of  these  rules,  the  same  shall  be  set  forth  clearly 
and  unequivocally  and  not  in  a  minimized  or  obscured  manner,  nor 
shall  it  be  remotely  or  inconspicuously  placed.  Failure  or  refusal  to 
make  such  disclosure  in  accord  with  the  provisions  of  these  rules, 
thereby  causing  or  promoting  deception  of  the  purchasing  or  consum- 
ing public  or  injury  to  competition,  is  an  unfair  trade  practice. 
Rule  6.  Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  managers,  superintendents, 
personnel  officers,  purchasing  agen^,  or  persons  occupying  similar 
positions  in  any  business,  without  the  knowledge  of  their  employers  or 
principals,  as  an  inducement  to  influence  such  employers,  principals, 
customers  or  prospective  customers  to  purchase  or  contract  to  purchase 
products  manufactured  or  sold  by  such  industry  member  or  the  maker 
of  such  gift  or  offer,  or  to  influence  such  employers,  principals,  cus- 
tomers or  prospective  customers  to  refrain  from  purchasing  or  dealing 
in  the  products  of  competitors*  or  from  dealing  or  contracting  to  deal 
with  competitors. 
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Rule  7.   Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  8.  Combination  or  Coercion  to  Fix  Prices,  Suppress  Competition, 
or  Restrain  Trcade. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  or  any 
person,  firm,  partnership,  corporation,  or  association, 

(a)  to  use,  directly  or  indirectly,  any  form  of  threat,  intimida- 
tion, or  coercion  against  any  member  of  the  industry  to  unlawfully 
fix,  maintain,  or  enhance  prices,  suppress  competition,  or  restrain 
trade;  or 

(&)  to  enter  into  or  take  part  in,  directly  or  indirectly,  any 
agreement,  understanding,  combination,  conspiracy,  or  concert  of 
action  with  one  or  more  members  of  the  industry,  or  with  one  or 
more  persons,  firms,  partnerships,  corporations,  or  associations,  to 
unlawfully  fix,  maintain,  or  enhance  prices,  suppress  competition, 
or  restrain  trade. 

Rule  9. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.-^ 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,' 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,'  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
♦    of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 


^  See  footnote,  p.  4f0. 
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quantities  in  wliich  sucli  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (&)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions, — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,'  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce'  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  engaged  in  com- 
merce' to  discriminate  in  favor  of  one  purchaser  against  another  pur- 
chaser or  purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 


*  See  footnote,  p.  460. 
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purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price. -—It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  9. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit.— The  foregoing  provisions  of  this  Rule  9  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  9  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

"Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled,  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  pubUc 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit.''  (52  Stat.  446;  United  States  Code,  1940  Bdi- 
tion.  Title  15,  Sec.  13c.) 

Rule  10.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

Promulgated  by  the  Federal  Trade  Commission  December  23,  1948. 


^  See  footnote^  p.  4M. 
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MUSICAL  INSTRUMENT  AND  ACCESSORIES  INDUSTRY 

PROMULGATED  FEBRUARY  2,  1944 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Musical  Instrument  and  Accessories 
industry,  as  hereinafter  set  forth,  are  promulgated  by  the  Federal 
Trade  Commission  under  its  trade  practice  conference  procedure. 

The  rules  are  directed  to  the  prevention  of  various  unfair  com- 
petitive methods  or  practices  and  to  the  protection  of  members  of 
the  industry  and  the  public  from  their  harmful  effects. 

The  industry's  products  consist  of  musical  instruments  of  all  kinds 
played  by  the  individual  or  musician,  and  accessories  therefor.  Em- 
braced therein  are  band  or  orchestra  instruments,  stringed,  wind,  or 
percussion  instruments,  pianos,  organs,  and  other  musical  instruments, 
played  by  the  individual  or  musician,  either  publicly  or  privately,  in 
groups  or  otherwise.  Members  of  the  industry  are  persons  or  concerns 
who  manufacture,  distribute,  or  sell  such  products.  The  aggregate 
annual  volume  of  business  is  estimated  to  approximate,  in  normal 
times,  $80,000,000  'retail  value. 

With  the  cooperation  of  industry  members,  a  trade  practice  con- 
ference under  the  auspices  of  the  Commission  was  held  at  Cincinnati, 
Ohio,  and  drafts  of  proposed  rules  were  duly  considered.  In  the  further 
proceedings  the  rules  under  consideration  were  published  by  the 
Commission  in  appropriate  form  and  made  available  to  all  industry 
members  and  interested  or  affected  parties  upon  public  notice  whereby 
they  were  afforded  opportunity  to  present  their  views,  including  such 
pertinent  information,  suggestions,  amendments  or  objections  as  they 
desired  to  offer,  and  to  be  heard  in  the  premises.  Such  public  hearing 
was  accordingly  held  in  Washington,  D.  C,  and  all  matters  presented, 
or  otherwise  received,  in  the  proceeding  were  duly  considered  by  the 
Commission. 

Thereafter,  and  upon  full  consideration  of  the  entire  matter,  final 
action  was  taken  by  the  Commission  whereby  it  approved  and  re- 
ceived, respectively,  the  following  trade  practice  rules  in  Group  I 
and   Group  II: 
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THE  RULES 
GROUP  I* 

Rule  1.  Misrepresentation  and  Misbranding. 

In  the  course  of  or  in  connection  with  selling,  distributing,  or  pro- 
motmg  the  sale  or  distribution  of  any  industry  product,  it  is  an  unfair 
trade  practice  to  use  or  cause  to  be  used  any  trade  promotional  litera- 
ture,  advertising  matter,  guarantee,  warranty,  mark,  brand,  label, 
designation  or  representation,  however  disseminated  or  published! 
which  directly,  or  by  implication  or  otherwise,  has  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  purchasers  or  prospective 
purchasers  m  respect  to  the  grade,  quality,  quantity,  substance,  char- 
acter,  make,  type,  price,  nature,  size,  tone,  origin,  use,  endorsement, 
appearance,  performance,  construction,  specifications,  finish,  material 
content,  or  preparation  of  such  product,  or  in  any  other  material 
respect. 

Rule  2.  Deceptive  Testimonials. 

In  the  course  of  or  in  connection  with  selling,  distributing,  or  pro- 
motmg  the  sale  or  distribution  of  any  industry  product,  it  is  an  unfair 
trade  practice  to  use  or  cause  to  be  used  any  testimonials,  written  or 
oral,  which  are  false,  misleading,  or  deceptive  as  to  the  morits  or 
qualities  of  such  industry  product,  or  which  are  false,  misleading,  or 
deceptive  m  any  other  material  respect. 

(xoTF.— Under  this  rule,  the  following  types  of  testimonials  are  among 
those  which  should  not  be  used,  namely: 

(a)  Testimonials  previously  given  In  respect  of  a  product  of  a 
manufacturer  or  distributor  but  which  are  deceptive  by  reason  of  being 
so  old  as  no  longer  to  be  applicable  to  the  products  or  instruments 
currently  produced  by  such  manufacturer  or  sold  by  such  distributor. 

(6)  Testimonials  which  deceptively  purport  to  be  in  support  of  the 
merits  of  the  instruments  or  products  endorsed  but  which  were  In  fact 
given  because  of  advertising  benefits  and  other  considerations  and  not 
because  of  the  merits  of  such  instruments  or  products  or  the  testifier's 
good-faith  belief  in  the  merits  thereof. 

(c)  Testimonials  which  deceptively  purport  or  imply  that  th?  testl- 
fler  regulariy  or  principally  uses  the  instrument  or  make  of  instru- 
ment endorsed,  when  in  fact  the  testifier  does  not  use  the  instrument, 
or  uses  it  only  to  a  minor  or  insubstantial  extent  and  not  regulariy  or 
principally. 

(d)  Testimonials  which  deceptively  represent,  purport,  or  Imply 
directly  or  indirectly,  that  the  endorsement  therein  is  or  has  been 
given  by  the  testifier  as  his  unbiased,  unsubsidlzed.  or  bona  fide  endorse- 
ment of  the  instrument,  when  in  fact  such  testimonial  was  procured 

.    by  or  given  solely  because  of  a  financial  or  other  consideration  or 
subsidy  received  by  or  for  the  benefit  of  such  testifier. 


•  See  page  VIII  for  headnote  applicable  to  Group  I  Roles. 
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(e)  Testimonials  which  In  any  respect  are  untrue,  or  which  contain 
Inferences  or  implications  not  fully  justified  by  the  facts,  or  which 
are  In  any  other  way  deceptive  or  misleading  by  reason  of  undis- 
closed facts  or  circumstances  or  for  any  other  reason.) 

Rule  3.  Misrepresentation  a^  to  the  Designing,  Use,  or  Endorsement  of 
Musical  Instruments, 

In  the  course  of  or  in  connection  with  selling,  distributing,  or  pro- 
moting the  sale  or  distribution  of  any  industry  product,  it  is  an  unfair 
trade  practice  to  represent,  directly  or  indirectly,  through  advertising 
or  otherwise,  that  a  musician,  composer,  orchestra  leader,  or  other 
person  or  organization,  designed,  uses  or  endorses  a  particular  musical 
instrument  or  instruments  or  other  products  of  the  industry,  when  such 
is  not  the  fact. 

Rule  4.  Misrepresentation  as  to  Price  Reductions. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
represent,  in  advertising  or  otherwise,  that  the  price  of  any  industry 
product  has  been  reduced  from  what  is  in  fact  a  fictitious  price,  or 
that  such  price  is  a  reduced  or  a  special  price  when  it  is  in  fact  the 
regular  selling  price  of  such  product,  or  that  the  regular  price  thereof 
is  higher  when  such  is  not  the  fact,  or  otherwise  to  falsely  or  decep- 
tively represent  the  past  or  current  price  of  any  industry  product. 

Rule  5.   Use  of  '*Badt**  Advertising. 

(a)  In  the  course  of  or  in  connection  with  selling,  distributing,  or 
promoting  the  sale  or  distribution  of  any  industry  product,  it  is  an 
unfair  trade  practice  to  publish  or  use  advertising,  or  other  representa- 
tions written  or  oral,  which  have  the  capacity  and  tendency  or  effect 
of  misleading  or  deceiving  purchasers  or  prospective  purchasers  into 
the  belief  that  a  larger  supply  of  such  products  is  available  to  pur- 
thasei-s  at  the  advertised  or  stated  price  or  prices  than  is  in  fact  so 
available,  or  that  industry  products  so  offered  for  sale  or  sold  under 
such  representations  or  conditions  are  of  high  grade  or  quality  when 
such  is  not  true  in  fact. 

(h)  It  is  also  an  unfair  trade  practice  to  advertise,  represent  or 
describe  the  prices  at  which  any  musical  instruments  ,or  accessories 
are  offered  for  sale  as  being  the  "balance  due'*  or  unpaid  portion  on  a 
previous  sale  under  a  conditional  or  time-payment  contract,  when  such 
is  not  true  in  fact,  or  when  such  advertisement,  representation  or  offer 
is  otherwise  false,  misleading  or  deceptive. 

Rule  6.   Deception  as  to  Rebuilt,  Used,  Converted,  Reconstructed,  Re- 
styled,  Repossessed,  or  Secondhand  Products. 

(a)  It  is  an  unfair  trade  practice  for  any  member  of  the  industry 
to  sell,  offer  for  sale,  advertise  or  otherwise  represent  any  musical 
instrument  or  accessory  fl)  as  being  new  when  it  is  in  fact  rebuilt, 
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used,  repossessed,  or  secondhand;  or  (2)  as  being  of  new  design  or 
new  style  when  it  has  been  converted,  reconstructed,  or  restyled  from 
a  used  instrument  or  accessory  and  such  fact  is  deceptively  concealed. 
(6)  It  is  an  unfair  trade  practice  for  any  member  of  the  industry 
to  advertise  or  otherwise  represent,  directly  or  indirectly,  that  he  owns 
or  has  in  his  possession  for  sale  new,  rebuilt,  used,  repossessed,  or  sec- 
ondhand musical  instruments  or  accessories  of  a  particular  type,  make, 
or  description,  when  such  is  not  true  in  fact. 

(c)  In  the  sale  or  distribution  of  musical  instruments  or  accessories 
which  are  rebuilt,  used,  repossessed,  or  secondhand,  it  is  an  unfair  trade 
practice  to  fail  or  refuse  to  make  full  and  nondeceptive  disclosure  of 
the  fact  that  such  instruments  or  accessories  are  not  new,  but  are  re- 
built, used,  repossessed,  or  secondhand,  as  the  case  may  be,  such  failure 
or  refusal  to  disclose  having  the  capacity  and  tendency  or  effect  of  mis- 
leading or  deceiving  purchasers  or  prospective  purchasers. 

Rule  7.  Misrepresentation  as  to  Being  Manufacturer,  Importer,  Whole- 
sdUr,  Jobber,  DistHbutor,  or  RetaUer,  and  Prices  in  Relation 
Thereto. 

(a)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  cor- 
poration or  organization,  by  trade  or  corporate  name  or  otherwise  to 
represent  or  to  hold  himself  or  itself  out  as  being  the  manufacturer, 
importer,  wholesaler,  jobber,  distributor,  or  retailer  of  any  industrj^ 
product  advertised,  offered  for  sale,  sold  or  distributed,  when  such 
is  not  the  fact. 

(6)  It  is  an  unfair  trade  practice  to  use  any  other  deceptive  or 
misleading  device,  method  or  representation  respecting  the  character, 
nature  or  status  of  the  business  of  any  person,  concern  or  organization 
engaged  in  selling  or  promoting  the  sale  of  any  industry  product. 

(c)  It  is  an  unfair  trade  practice  for  any  member  of  the  industry, 
whether  selling  as  manufacturer,  importer,  wholesaler,  jobber,  distrib' 
utor,  or  retaHer,  to  misrepresent  his  prices  as  being  either  wholesale  or 
retail  prices  when  such  is  not  true  in  fact,  or  to  otherwise  misrepresent 
his  prices. 

Rules.  Deception  as  to  Origin. 

In  respect  to  musical  instruments  or  accessories  made  wholly  or 
partially  in  a  foreign  country,  or  from  parts  manufactured  in  a  foreign 
country  and  assembled  into  the  finished  product  in  the  United  States, 
it  is  an  unfair  trade  practice: 

(a)  To  offer  for  sale,  sell,  or  distribute  any  such  musical  instru- 
ments or  accessories  under  marks,  stamps,  brands,  labels,  or  repre- 
sentations which  have  the  capacity  and  tendency  or  effect  of  mis- 
leading or  deceiving  purchasers  or  prospective  purchasers  into 
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the  erroneous  belief  that  such  products  were  produced  wholly 
within  the  United  States ;  or 

(6)  To  offer  for  sale,  sell,  or  distribute  any  such  musical  instru- 
ments or  accessories  without  the  same  being  conspicuously  marked, 
stamped,  branded,  or  labeled  so  as  to  indicate  clearly  and  nonde- 
ceptively  the  country  of  origin  of  such  products,  the  failure,  re- 
fusal, or  omission  to  so  mark,  stamp,  brand,  or  label  such  products 
having  the  capacity  and  tendency  or  effect  of  thereby  promoting, 
abetting,  or  effectuating  the  marketing  of  such  products  under 
conditions  which  are  misleading  or  deceptive  to  purchasers  or  pros- 
pective purchasers. 

(Nothing  in  this  rule  shall  be  construed  as  relieving  any  member 
of  the  industry  or  other  party  of  the  necessity  of  complying  with 
the  requirements  of  the  customs  laws  or  regulations,  or  other 
applicable  provisions  of  law  or  regulations,  relating  to  the  marking 
of  imported  articles.) 

Rule  9.    Misrepresentation  as  to  Installment  Sales  Contracts,  Their 
Terms  or  Conditions,  Etc. 

It  is  an  unfair  trade  practice  to  make  or  publish  or  cause  to  be  made 
or  published,  directly  or  mdirectly,  any  false,  misleadmg,  or  deceptive 
statements  or  representations,  through  advertising  or  otherwise,  con- 
cerning installment  sales  contracts  used  or  their  terms  or  conditions, 
including  down  payments,  interest,  carrying  charges,  etc.,  or  respecting 
any  other  matter  relative  to  such  contracts  or  their  terms  or  conditions. 

Rule  10.  Deception  in  Respect  of  Keyboard  or  Number  of  Keys. 

(a)  It  is  an  unfair  trade  practice  to  cause  any  piano  having  less 
than  the  standard  or  88-note  keyboard  to  be  represented  or  passed  off, 
directly  or  indirectly,  as  and  for  a  piano  havin«r  such  standard  or 
88-note  keyboard. 

(6)  It  is  an  unfair  trade  practice  to  cause  any  other  musical  instru- 
ment having  less  than  the  full  or  standard  keyboard  or  number  of 
keys  to  be  represented  or  passed  off,  directly  or  indirectly,  as  and  for  a 
musical  instrument  having  such  full  or  standard  keyboard  or  number 
of  keys. 

Rule  11.  Defamation  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts, 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
the  grade,  quality,  quantity,  substance,  character,  make,  type,  price, 
nature,  size,  tone,  origin,  appearance,  performance,  construction,  speci- 
fications, finish,  material  content,  or  preparation  of  the  products  of 
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competitors,  or  of  their  business  methods,  seDing  prices,  values,  credit 
terms,  policies  or  services,  is  an  unfair  trade  practice. 

Rule  12.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
aiiy  false  or  deceptive  means  whatsoever,  or  interfering  with  or  ob- 
structing the  perfonnance  of  any  such  contractual  duties  or  services  by 
any  such  means,  with  the  purpose  and  effect  of  unduly  hampering 
injuring,  or  prejudicing  competitors  in  their  business,  is  an  unfair 
trade  practice. 

Rule  13.   *^Push  Money/'  *' Gratuities/'  Etc. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
bribe  by  givmg  or  contracting  to  give  or  causing  to  be  given,  or  by 
oaning  or  causing  to  be  loaned,  directly  or  indirectly,  to  any  orchestra 
leader,  band  leader,  official,  singer,  musician,  music  teacher,  or  any 
other  person,  employed  by  another,  or  to  the  agent  or  representative 
ot  or  to  any  one  else  on  behalf  of,  such  orchestra  leader,  band  leader 
c^fficial,  singer,  musician,  music  teacher,  or  other  person,  anv  -push 
money,  gift,  bonus,  fee,  gratuity,  payment,  discount,  refund,  rebate, 
royalty,  service,  musical  instrument,  favor  or  other  thing  or  act  of 
value  as  an  inducement  to  such  individual  to  play  or  use  or  cause  to  be 
played  or  used,  m  a  public  performance,  any  musical  instrument  or 
accessory  of  such  industry  member  in  either  of  the  foUowing  cases  f 

(a)  Without  the  knowledge  and  consent  of  said  employer  •  or 

(b)  With  or  without  the  knowledge  and  consent  of  said  em- 
ployer, where  the  effect  may  be  substantially  to  lessen  competi- 
tion or  tend  to  create  a  monopoly  or  unreasonably  restrain  trade' 
m  the  marketing  of  such  musical  instruments  or  accessories  or 
where  the  effect  is  to  mislead  or  deceive  purchasers  or  prospective 
purchasers. 

Rule  14.  Misuse  of  Word  *'Free/'  Etc. 

The  use  of  the  word  -free,-  or  the  equivalent  thereof,  when  the 
article  is  in  fact  not  free,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  purchasers  or  prospective  purchasers,  is  an 
unfair  trade  practice. 

Rule  15.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost 
with  the  intent  and  with  the  effect  of  injuring  a  competitor  and  where 
the  effect  may  be  substantiaUy  to  lessen  competition  or  tend  to  create 
a  monopoly  or  unreasonably  restrain  trade  is  an  unfair  trade  practice 
All  elements  recognized  by  good  accounting  practice  as  proper  ele- 
ments of  such  cost  shall  be  included  in  determining  cost  under  this 
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rule.  The  costs,  however,  which  are  referred  to  in  the  rule,  are  actual 
costs  of  the  respective  seller  and  not  some  other  figure  or  average  costs 
in  the^  industry  determined  by  an  industry  cost  survey  or  otherwise. 
Rule  16.  Discrimthation. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,*  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  where  such  rebate,  refund,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce.  ^ 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,*  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customei-s 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (h)  tlio 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions. — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
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m  conBectaon  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise 
either  to  the  other  party  to  such  transaction  or  to  an  agent  S^erT' 
^ve  or  other  mtermediary  therein  where  such  intennTiHs Tt  >" 
m  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indir^t  control 
of  any  party  to  such  transaction  other  than  the  person  by  whom  sul' 
compensation  is  so  granted  or  paid. 

J^Jj^^^'i"^  ^dfertoinp  or  Promotional  AUovmnces.  Etc.-lt  is 
an  unfair  trade  practice  for  any  member  of  the  industry  enLed  in 

ZZ^fl  ^"^  "'  '^''"^'  '''  '^'^  P''^-*  «'  advertUgTr  pr" 
motiona^  aUowances  or  any  other  thing  of  value  to  or  for  the  ben^S 

peiiS.Tin1;"5  "r'^^,  '"^  ^^  ""^^  0'  -"''  commerce  as  com 
pensation  or  m  consideration  for  any  services  or  facilities  furnished  bv 

or  through  such  customer  in  connection  with  the  proceSnThlnlLa 

sdJ  :roSf  f "  "!^  ?  ""^  P^"*^""'^  ^'  commoSiSTanuttS 
sold  or  oflfered  for  sale  by  such  member,  unless  such  payment  or  con 

aideration  is  available  on  proportionally  equal  terms  to^l  other  c^ 
tomers  competing  in  the  distribution  of  such  products  orllmmo^iS; 
(d)  Prohibited  Ducriminatory  Services  or  Facilities -It  is  an  „n 
fair  trade  practice  for  any  member  of  the  industiy  La^ld  i„  <.„!!' 
merce»  to  discriminato  in  favor  of  one  purchair  ^insf 'Sher  P  "" 
tTl  °'  T'"'"  ''  "  •=""""°^'*^  ^"^•'^  ^-  -s^e.  with  of:  tCt 

ing  to  tne  fumwhing  of,  any  services  or  facilities  connected  with  th^ 
processing,  handling,  sale,  or  offering  for  sale  of  such  commSy  so 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price  -It  Ls 

L^n!^""!   "'t.^'"'"*"*'  '"'  ""^  "'^'"^•''  °f  *•>«  industry  ^g^ed  in 
commerce,!  in  the  course  of  such  commerce,  knowingly  to  S2  or 

rSoroTSfKuleT  '-'-  -''-'  '^  prohibited  l^th-eStX 
(/)  Purc^es  by  Schools,  ColUges,  Universities,  Public  Libraries 

wS^  TJ         ''^"'^  P'**^'*"^  *>'  *»>«  R"'"  16  relate  to  practices 
Sh  ict  ^dTh"  ''^^^.^"•'r^-Patman  AntidiscriminatS  Act 
which  Act  «md  the  application  thereunder  of  this  Rule  16  are  subjec 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-pZan 

^d'rdrrfotws^"-  ^'"'  "-"'-•^""-'  --  '^^^-^  ^-^  ^«-  ^^s 

the  UniLT?'^  ^Jl^"  ®*°"*'  ""^  """^^  •'f  Representatives  of 

S  thrift  .  ^""t'"'*  '"  ^""^^  '^^^"""^'J-  That  nothing 

"*   ^^'^  ^"^  approved   June   19.    1936    (Public,   Numbered   692 

»  8m  footnote,  p.  460. 
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Seventy-fourth  Congress,  second  session),  known  as  the  Robinson 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,    churches,    hospitals,    and    charitable    institutions    not 
operated  for  profit/'   (52  Stat.  446;  United  States  Code,  1940  Edi 
tion,  Title  15,  Sec.  13c.) 

Rule  17.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices, 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules 


GROUP  II* 

Rule  A.  Publication  of  Price  Lists. 

The  industry  approves  the  practice  of  each  individual  member  of 
the  industry  independently  publishing  and  circulating  to  the  purchas- 
ing trade  his  own  price  lists  fully  setting  forth  his  terms  of  sale 


A  Committee  on  Trade  Practices  is  hereby  created  by  tlie  In- 
dustry  to  cooperate  with  the  Federal  Trade  Commission  and  to 
perform  such  acts  as  may  be  legal  and  proper  to  put  these  rules 
into  effect. 

Promulgated  by  the  Federal  Trade  Commission  February  2,  1944. 


•  See  pare  VIII  for  beadnote  applicable  to  Gn>Qp  U  Rnka. 
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TRADE  PRACTICE  RULES 
FOR  THE 

HEARING  AID  INDUSTRY 
PROMULGATED  DECEMBER  30.  1944 


STATEMENT  BY  THE  COMxMISSION 

Trade  practice  rules  for  the  Hearing  Aid  Industry,  as  hereinafter 
set  forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

The  industry's  products  to  which  the  rules  relate  consist  of  hearing 
aid  instruments  or  devices,  parts  and  accessories  therefor,  and  prepara- 
tions or  other  products  represented  as  aiding,  improving,  or  correcting 
defective  hearing.  Members  of  the  industry  include  persons  or  con- 
cems  manufacturing,  distributing  or  selling  such  products.  Annual 
volume  of  sales  of  hearing  aids  is  reported  as  aggregating  at  i)resent 
approximately  $25,000,000. 

The  rules  are  established  in  cooperation  with  the  industry.  Various 
unfair  methods  of  competition,  unfair  or  deceptive  acts  or  practices, 
and  other  trade  evils,  are  listed  and  proscribed.  A  primary  purpose  of 
these  provisions  is  to  maintain  free  and  fair  competition  for  the  pro- 
tection of  the  buying  public  and  the  industry  through  the  elimination 
and  prevention  of  such  harmful  practices.  The  rules  also  contain  other 
provisions  in  the  interest  of  more  effectively  serving  the  public  by  use 
of  fair  practices. 

In  the  course  of  the  proceeding,  which  was  instituted  upon  applica- 
tion of  members  of  the  industry,  a  general  trade  practice  conference 
was  held  in  Cleveland,  Ohio,  under  auspices  of  the  Federal  Trade 
Commission.  At  such  conference  suggested  rules  were  considered.  Sub- 
sequently, a  draft  of  proposed  rules  in  appropriate  form  was  published 
for  the  information  of  all  concerned  and  public  notice  was  issued 
affording  interested  or  affected  parties  opportunity  to  present  their 
views,  including  such  pertinent  information,  suggestions,  amendments, 
or  objections  as  they  desired  to  offer,  and  to  be  heard  in  the  premises. 
Accordingly,  hearing  was  held  in  Washington,  D.  C,  and  all  matters 
presented,  or  othenvise  received  in  the  proceeding,  have  been  duly 
considered. 

Thereafter,  and  upon  full  consideration  of  the  entire  matter,  final 
action  was  taken  by  the  Coinmis^sion  whereby  it  approved  and  received, 
respectively,  the  following  tnjde  practice  rules  in  Group  I  and  Group 
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THE  RULES 
GROUP  I* 

Rule  1.  Misrepresentation  in  General. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  use, 
or  cause  or  promote  the  use  of,  any  trade  promotional  literature,  adver- 
tising matter,  testimonial,  guarantee,  warranty,  mark,  brand,  label, 
designation  or  representation,  however  disseminated  or  published, 
which  has  the  capacity  and  tendency  or  effect  of  misleading  or  deceiv- 
ing purchasers,  prospective  purchasers,  or  such  member's  own  sales 
agents,  dealers,  or  distributors — 

(a)  with  respect  to  the  grade,  quality,  quantity,  origin,  price, 
terms  of  sale,  use,  construction,  design,  durability,  performance, 
eflScacy,  restorative  or  other  properties,  or  physiological  benefits  of 
any  industry  product;  or 

(6)  with  respect  to  any  service  offered,  promised,  or  to  be 
supplied  to  purchasers  of  such  products;  or 

(c)  with  respect  to  the  purported  endorsement,  acceptance,  ap- 
proval, or  use  thereof  by  any  person,  organization,  agency,  group, 
or  association;  or 

(d)  with  respect  to  the  manufacture,  distribution,  marketing, 
or  servicing  of  any  industry  product,  or  in  any  other  respect. 

(NOTE.— Among  the  inhibitions  of  this  rule,  but  not  in  limitation 
thereof,  is  "false  advertisement,"  as  defined  in  Section  15  of  the  Fed- 
eral Trade  Commission  Act,  of  any  "device"  or  other  product  within 
the  scope  of  such  section.) 

Rule  2.  Misrepresentation  as  to  Warranties,  Guarantees,  and  the  Serv- 
icing of  Hearing  Aids. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry — 
(a)  to  fail  or  refuse  to  promptly  fulfill  in  good  faith  any  war- 
ranties, guarantees,  promises,  or  representations,  express  or  im- 
plied, given  or  made  to  purchasers  of  industry  products;  or 

(6)  to  fail  or  refuse  to  promptly  render  services  or  correct  de- 
fects as  warranted,  guaranteed,  promised,  or  represented;  or 

(c)  to  use  any  means  whatsoever  to  induce  purchasers  to  believe 
such  warranties,  guarantees,  promises,  or  representations  are  more 
binding  on  the  seller  or  afford  more  protection  to  the  purchaser 
than  is  in  fact  tniis. 

Rule  3.  Blind  Advertising. 

It  is  an  unfair  trade  practice  to  use  ** blind*'  advertisements  in  such 
manner  as  to  have  the  capacity  and  tendency  or  effect  of  misleading  or 


*  S<«  page  Vm  for  headnote  applicable  to  Group  I  Bales. 
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deceiving  purchasers  or  prospective  purchasers,  directly  or  indirectly 
as  to  the  character,  make,  type,  or  efficacy  of  any  industry  product 
being  offered  for  sale,  or  as  to  any  services  offered  or  promised  in  con 
nection  therewith,  or  as  to  the  identity  of  the  seUer,  or  in  any  other 
respect.  (Also,  see  note  to  Rule  6.) 

Rule  4.  Misrepresentation  of  Earnings  of  Salesmen  or  Agents. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  t^ 
make  or  publish,  or  cause  to  be  made  or  published,  any  advertisement 
offer,  statement,  or  other  form  of  representation  which  directly  or  b> 
implication  is  false,  misleading  or  deceptive— 

(a)  concerning  the  salary,  commission,  income,  earnings  or 
other  remuneration  which  agents,  canvassers,  solicitors,  or  sales 
representatives  receive  or  may  receive;  or 

(b)  concerning  any  conditions  or  contingencies  affecting  sucli 
remuneration  or  the  opportunities  therefor. 

Rule  5.  Misrepresentation  as  to  Character  of  Business. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
represent,  directly  or  indirectly,  through  the  use  of  anv  word  or  term 
m  his  corporate  or  trade  name,  in  his  advertising  or  otherwise,  that  he 
IS  a  manufacturer  of  hearing  aids,  or  of  batteries  or  other  parts  oi 
accessories  therefor,  or  that  he  is  the  owner  or  operator  of  a  factory 
or  producing  company  manufacturing  them,  or  that  he  owns  or  main* 
tains  an  acoustical  research  laboratory  devoted  to  hearing  aid  researcJi 
or  development,  when  such  is  not  the  fact,  or  in  any  other  manner  to 
misrepresent  the  character,  extent,  or  type  of  his  business. 

Rule  6.  Defamation  of  Competitors  or  Disparagement  of  Their  Prod- 
ucts. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor 
able  conduct,  inabiUty  to  perform  contracts,  questionable  credit  stand 
mg,  or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality,  origin,  price,  terms  of  sale,  use,  construction,  design 
durability,  performance,  efficacy,  physiological  benefits,  restorative  oi 
other  properties,  manufacture,  distribution,  marketing,  or  servicing  of 
the  products  of  competitors,  or  of  their  business  methods,  values 
credit  terms,  or  policies,  or  in  any  other  respect,  is  an  unfair  trade 
practice. 

(NOTE.-The  use  of  "blind"  advertisements  as  a  means  of  accomplishing 
such  defamation  or  false  disparagement  Is  deemed  to  be  within  the  Inhlbl 
tlone  of  this  rule  as  well  as  the  use  of  any  other  means  of  practicing  such 
prohibited  defamation  or  disparagement) 

Rule  7.  Imitah'ott  or  Simuhition  of  Trademarks,  Trade  Names,  Etc. 
The  imitation  or  sinmlation  of  the  trade-marks,  trade  names,  brands, 
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or  labels  of  competitors,  or  of  the  exclusively  owned  designs  of  com- 
petitors  which  have  not  been  directly  or  by  operation  of  law  dedicated 
to  the  public,  with  the  tendency  and  capacity  or  effect  of  misleading 
or  deceiving  purchasers  or  prospective  purchasers,  is  an  unfair  trade 
practice. 

Rule  8.  Procurement  of  Competitors'  Confidential  Information,  by 
Unfair  Means  and  Wrongful  Use  Thereof, 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
obtain  information  concerning  the  business  of  a  competitor  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  authority, 
or  by  any  other  unfair  means,  and  to  use  the  information  so  obtained 
in  such  a  manner  as  to  injure  said  competitor  in  his  business  or  to 
suppress  competition  or  unreasonably  restrain  trade. 

Rule  9.   Unfair  Threats  of  Infringement  Suits, 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  haras- 
sing or  intimidating  such  customers  or  prospective  customers  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
ness, is  an  unfair  trade  practice. 

Rule  10.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  dealers,  customers,  or  suppliers 
by  any  false  or  deceptive  means  whatsoever,  or  interfering  with  or 
obstructing  the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hampering, 
injuring,  or  prejudicing  competitors  in  their  business,  is  an  unfair 
trade  practice. 

Rule  11.  Enticing  Avmy  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors,  or  the  em- 
ployees of  distributors,  dealers,  or  representatives  of  such  competitors, 
with  the  purpose  and  effect  of  thereby  unduly  hampering  or  injurini? 
competitors  in  their  business  and  destroying  or  substantiaUy  lessenin^r 
competition,  is  an  unfair  trade  practice. 

(NOTE.— Nothing  in  this  rule  shall  be  construed  as  prohibiting  employees 
or  agents  from  seeking  more  favorable  employment,  or  as  preventing 
manufacturers  or  sellers  from  soliciting  business  from  any  dealers  or 
other  prospective  purchasers  or  marketers  in  good  faith  and  by  means 
of  fair  competitive  methods.) 

Rule  12.  Commercial  Bribery, 

(a)  In  Selling  or  Marketing.^lt  is  an  unfair  trade  practice  for  a 
member  of  the  industry,  directly  or  indirectly,  to  give,  or  offer  to  give, 
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or  permit  or  cause  to  be  given,  money  or  anything  of  value  to  agents 
employees,  or  representatives  of  customers  or  prospective  customers  or 
to  agents,  employees,  or  representatives  of  competitors'  customers  oi 
prospective  customers,  without  the  knowledge  of  their  employers  or 
principals,  as  an  inducement  to  influence  their  employers  or  principals 
to  purchase  or  contract  to  purchase  products  manufactured  or  sold 
by  such  industry  member  or  the  maker  of  such  gift  or  offer  or  to  in- 
fluence such  employers  or  principals  to  refrain  from  dealing  in  the 
products  of  competitors  or  from  dealing  or  contracting  to  deal  with 
competitors. 

(h)  In  Purchasing  Supplies.— It  is  an  unfair  trade  practice  for  any 
member  of  the  industry,  directly  or  indirectly,  to  bribe  an  employee 
or  agent  of  a  supplier  to  induce  such  supplier  to  discriminate  in  favor 
of  such  member  of  the  industry  over  other  purchasers  from  such 
supplier,  with  the  effect  of  thereby  unduly  hampering  a  competitor  of 
such  member  in  his  business  and  destroying  or  substantiallv  lessening 
competition.  {See  also  Rule  14,  paragraph  (e),  relative  fo  procnremeni 
of  Illegal  dtscrimination  in  price.) 
Rule  13.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost  with 
the  intent  and  with  the  effect  of  injuring  a  competitor  and  where  the 
effect  may  be  substantially  to  lessen  competition  or  tend  to  create  « 
monopoly  or  unreasonably  restrain  trade  is  an  unfair  trade  practice 
An  elements  recognized  by  good  accounting  practice  as  proper  elements 
of  such  cost  shall  be  included  in  determining  cost  under  this  rule  The 
costs,  however,  which  are  referred  to  in  the  rule,  are  actual  costs  of  the 
respective  seUer  and  not  some  other  figure  or  average  costs  in  the 
industry  determined  by  an  industry  cost  survey  or  otherwise. 
Rule  14.  Discrimination, 

(a)  Prohibited  Discriminatory  Prices,   or  Rebates,  Refunds,    />is- 
counts,    Credits,    Commissions,   Etc.,    Which   Effect    Unlawful   Price 
Dtscnmtnation.-lt  is  an  unfair  trade  practice  for  any  member  of  the 
industry  engaged  in  commerce,^  in  the  course  of  such  commerce    to 
grant  or  allow,  secretly  or  openly,  directly  or  indirectly,  any  rebate 
refund,  discount,  credit,  commission,  or  other  form  of  price  differential 
where  such  rebate,  refund,  discount,  credit,  commission,  or  other  form 
of  price  differential,  effects  a  discrimination  in  price  between  different 
purchasers  of  goods  of  like  grade  and  quality,  where  either  or  any  of 
the  purchases  involved  therein  are  in  commerce,^  and  where  the  effect 
thereof  may  be  substantially  to  lessen  competition  or  tend  to  create 
a  monopoly  in  any  line  of  commerce,^  or  to  injure,  destroy,  or  prevent 
competition  with  any  person  who  either  grants  or  knowingly  receives 
the  benefit  of  such  disc»riniin^,tion.  or  with  customers  of  either  of  them  • 
Provided,  however — 

^  See  footnote,  p.  4<0. 
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(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  contained  in  this  rule  shall  prevent  price 
changes  from  time  to  time  where  made  in  respcmse  to  changing  con- 
ditions affecting  either  (a)  the  market  for  the  goods  concerned,  or 
(5)  the  marketability  of  the  goods,  such  as,  but  not  limited  to, 
actual  or  imminent  deterioration  of  perishable  goods,  obsolescence 
of  seasonal  goods,  distress  sales  under  court  process,  or  sales  in 
good  faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions, —It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc.— It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  iu 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  valuQ  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling. 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities.— It  is  an  un- 
fair   trade    practice    for    any    member   of    the    industry    to    discrim- 

*  See  footnote,  p.  460. 
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mate  in  favor  of  one  purchaser  against  another  purchaser  or 
purchasers  of  a  commodity  bought  for  resale,  with  or  without 
wTJS^'.  ^  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 

Zif  teras"^**"  **""'  "°*  "*"'"*'"*'  *°  ""  P"''''"^'"''^  ""  proportionally 
(e)  Inducing  or  Receiving  an  Illegal  I>i$crimimti<m  in  Price  —It  is 
an  unfair  trade  practice  for  any  member  of  the  industrv  engaged  in 
commerce,"  ,n  the  course  of  such  commerce,  knowinglv 'to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  b;  the  foreeoing 
provisions  of  this  Rule  14.  ^ 

riillr'^n'"' ■!'^,    *'■*'""*'  ^''^^'''  ^»»''*'-«««.  J'^Uic  Libraries, 
P^r     ^K    T     *•  ""'*  C^'^^iMe  Institutions  Not  Operated  for 
If^'ll      ^"'^go"'^  provisions  of  this  Rule  14  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act 
which  Act  and  the  application  thereunder  of  this  Rule  14  are  subjec 
to  the  limitations  expres.sed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  Mav  26  1938 
and  reads  as  follows : 

.^  'n'-!^*o?**''  ^I  *''"  ^*"**''  '^^  ^*>"^^  «'  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19.  1936  (Public.  Xnmbered  692 
Seventy-fourth  Congress,  second  ses.sion).  known  „s  the  Robinson^ 
Patman  Antidiscrimination  Act.  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  United  States  Code.  1940  Edi- 
tion.  Title  15.  Sec.  13c.) 

Rule  15.  Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation  to 
aid.  abet,  coerce,  or  mduce  another,  directly  or  indirecUy.  to  use  or 
promote  the  u.se  of  any  unfair  trade  practice  specified  in  these  rules 
or  of  any  other  unfair  method  of  competition  or  unfair  or  deceptive 
act  or  practice.  '^ 

GROUP  II* 

'*%rtdJlf'^'"'^^"   "*   '"    '*'    *''"■'•    ^'*'-   ""^    Maintenance   of 

(1)  The  practice,  by  manufacturers,  distributors  or  dealers  of  fur- 
nishmg  and  disseminating,  through  advertisements,  buUetins  or  other 

*  See  footnote,  p.  460. 

♦  See  pace  VIII  for  headnote  applicable  to  Group  n  Rale*. 
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publicity,  accurate  and  nondeceptive  information  as  to  the  proper  care 
and  use  of  their  hearing  aids  or  parts  and  accessories  therefor,  is  ap- 
proved and  recommended  as  a  desirable  practice  to  follow  in  the  inter- 
est of  enabling  customers  to  obtain  and  enjoy  full  benefits  of  the 
desirable  qualities  and  service  of  such  instruments. 

(2)  To  assist  purchasers  or  users  in  selecting  and  purchasing  bat- 
teries which  are  parts  or  accessories  for  hearing  aids,  and  to  prevent 
misunderstanding,  confusion  and  deception,  it  is  also  important  that 
each  of  such  batteries  be  marked  by  the  manufacturer  thereof  in  con- 
formity with  the  provisions  of  Section  7  of  the  Circular  of  the  National 
Bureau  of  Standards  C435,  issued  February  18,  1942,  so  as  to  reveal 
the  source  of  such  battery,  its  size  or  number;  also,  date  of  manufac- 
ture, or  expiration  of  a  guarantee  period,  indicated  as  such. 
HuiiE  B.   Training  of  Sales,  Service,  and  Other  Employees, 

The  practice  by  manufacturers,  distributors,  and  dealers  of  ade- 
quately training  employees  in  the  fitting  and  servicing  of  hearing  aids 
is  approved  and  recommended  as  a  desirable  practice  to  follow  in  the 
interest  of  enabling  customers  to  obtain  and  enjoy  the  fuUest  possible 
benefit  from  the  use  of  such  instruments. 

Rule  C.  Assistance  to  Users  in  Servicing  Hearing  Aids. 

Manufacturers  and  dealers  are  encouraged  to  provide  all  possible 
facilities  and  services  to  the  users  of  their  hearing  aids  to  insure  maxi- 
mum assistance  and  satisfaction  to  such  users  of  the  respective  instru- 
ments. The  sale  of  hearing  aids  without  reasoliably  adequate  provision 
for  properly  servicing  the  instruments  to  the  extent  necessary  for 
satisfactory  use  is  not  encouraged. 

Rule  D.  Cost  Records. 

It  is  the  judgment  of  the  industry  that  each  member  should  inde- 
pendently keep  proper  and  accurate  records  for  determining  his  costs. 

Promulgated  by  the  Federal  Trade  Commission  December  30,  1944. 
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STATEMENT  BY  THE  COMMISSION 

The  practice  rules  for  the  Water  Heater  Industry,  as  hereinafter 
set  forth,  are  promulgated  by  the  Federal  Trade  Commission  under  its 
trade  practice  conference  procedure. 

The  products  of  the  industry  to  which  the  rules  apply  consist  of 
water  heaters,  and  parts  and  accessories  therefor.  Members  of  the 
industry  are  the  persons  and  concerns  who  manufacture  or  market 
these  products.  Water  heaters  covered  by  the  rules  include  the  several 
types  in  which  the  heat  is  produced  by  gas,  electricity,  fuel  oil,  kero- 
sene, coal,  or  by  other  fuel.  They  are  extensively  used,  chiefly  as  appli- 
ances  and  equipment  to  provide  domestic  hot  water.  They  form  a  part 
of  essential  equipment  in  all  modem  homes.  The  industry 's  peacetime 
production  of  water  heaters  reached  nearly  2,000,000  annually,  aggre- 
gating approximately  $80,000,000  in  value  at  retail  prices. 

In  the  rules  various  unfair  methods  of  competition  and  trade  evils 
are  catalogued  as  unfair  trade  practices  which  are  to  be  avoided  and 
prevented  as  harmful  to  the  industry  and  to  the  purchasing  public. 
Support  of  sound  business  methods  is  further  provided  in  additional 
rules.  They  are  all  directed  toward  the  maintenance  of  free  and  fair 
competition  and  promotion  of  constructive  assistance  to  business  in 
harmony  with  law  and  the  public  interest.  To  this  end,  cooperative 
effort  on  the  part  of  the  industry  with  the  Commission  may  be  more 
effectively  utilized  under  the  rules,  thereby  affording  increased  pro- 
tection to  the  industry  and  the  public. 

In  the  proceeding,  instituted  upon  application  from  members  of  the 
industry,  a  trade  practice  conference  was  held  in  Chicago,  Illinois, 
under  the  auspices  of  the  Commission.  Following  such  conference,  draft 
of  proposed  rules  in  appropriate  form  was  published  by  the  Commis- 
sion and  made  available  to  all  industry  members  and  other  interested  or 
affected  parties  upon  public  notice  whereby  they  were  afforded  oppor- 
tunity to  present  their  views,  including  such  pertinent  information, 
suggestions,  amendments,  or  objections  as  they  desired  to  offer,  and  to 
be  heard  in  the  premises.  Pursuant  to  such  notice,  public  hearing  was 
held  in  Washington,  D.  C,  and  all  matters  presented  or  otherwise 
received  in  the  proceeding  were  duly  considered  by  the  Commission. 

Thereafter,  and  upon  full  consideration  of  the  entire  matter,  final 


action  was  taken  by  the  Federal  Trade  Commission,  whereby  it  ap 
proved  and  received,  respectively,  the  following  trade  practice  rules  in 
Group  I  and  Group  II : 

THE  RULES 
GROUP  I* 

Rule  1.   Misrepresentation  in  General. 

It  is  an  unfair  trade  practice  to  use,  or  cause  or  promote  the  use  of, 
any  advertising  by  radio,  newspapers,  magazines  or  other  media,  or  any 
trade  promotional  literature,  label,  brand,  mark,  designation  or  repre- 
sentation (whether  in  the  form  of  a  guarantee,  warranty,  or  otherwise), 
however  disseminated  or  published, 

(a)  which  has  the  capacity  and  tendency  or  effect  of  mislead- 
ing or  deceiving  the  purchasing  or  consuming  public  with  respect 
to  the  quality,  grade,  size,  capacity,  properties,  durability,  serv- 
iceability, life,  or  performance  of  any  product  of  the  industry,  or 
with  respect  to  the  construction,  constituent  materials,  manufac- 
ture, distribution,  or  terms  or  conditions  of  sale  of  such  product ;  or 

(6)  which  is  false,  misleading,  or  deceptive  in  any  other  respect. 

Rule  2.  Misrepresentation  as  to  Character  of  Business. 

It  is  an  unfair  trade  practice  for  any  concern,  in  the  coui-se  of  or  in 
connection  with  the  distribution  of  industry  products,  to  represent, 
directly  or  indirectly,  that  it  is  a  manufacturer  of  industry  products, 
or  that  it  owns  or  controls  a  factory  making  such  products,  when  such 
is  not  the  fact,  or  in  any  other  manner  to  misrepresent  the  character, 
extent,  or  type  of  its  business. 

Rule  3.  Deceptive  Use  of  Trade  or  Corporate  Names,  or  Trade-Marks, 
Etc. 

The  use  of  any  trade  name,  corporate  name,  trade-mark,  or  other 
trade  designation  which  has  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public  as  to  the 
character,  name,  nature,  or  origin  of  any  product  of  the  industry,  or 
any  material  used  therein,  or  which  is  false  or  misleading  in  an^-  other 
respect,  is  an  unfair  trade  practice. 

Rule  4.  Other  Faise  or  Deceptive  Selling  Methods. 

To  use  or  promote  the  use  of  any  selling  method  which  has  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  purchas- 
ing or  consuming  public  is  an  unfair  trade  practice. 

*  See  paire  VlII  for  headnote  applicable  to  Group  I  Rules. 
663742—48—27 
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Rule  5.  Guarantees,  Warranties,  Etc. 

(I)  Guarantees  which  afford  purchasers  or  users  substantial  and 
adequate  protection,  and  are  fuUy  and  fairly  stated  or  disclosed  and 
scrupulously  adhered  to  by  the  guarantor,  are  desirable  and  recom- 
mended.  It  is  an  unfair  trade  practice  to  use  or  cause  to  be  used  any 
guarantee  which  is  false,  misleading,  deceptive,  or  unfair  to  the  pur- 
chasing  or  consuming  public. 

(II)  UNDER  THIS  RULE  GUARANTEES  OF  THE  FOLLOW 
ING  TYPE  OR  CHARACTER  SHALL  NOT  BE  USED: 

(a)  Guarantees  containing  statements,  representations,  or  asser- 
tions  which  have  the  capacity  and  tendency  or  effect  of  misleading 
and  deceiving  m  any  respect ;  or  . 

(h)  Guarantees  which  are  so  used  or  are  of  such  form,  text  or 
character  as  to  import,  imply,  or  represent  that  the  guarantee  is 
broader  than  is  in  fact  true,  or  that  the  guarantee  covers  the  entire 
heater  or  certain  parts  thereof  which  are  not  in  fact  covered,  or 
will  afford  more  protection  to  purchasers  or  users  than  is  in  fact 
true;  or 

(c)  Guarantees  in  which  any  condition,  qualification,  or  con- 
tmgency  applied  by  the  guarantor  thereto  is  not  fully  and  nonde- 
ceptively  stated  therein,  or  is  stated  in  such  manner  or  form  as  to 
be  deceptively  minimized,  obscured,  or  concealed,  whoUy  or  in 
part;  or 

(d)  Guarantees  which  are  stated,  phrased,  or  set  forth  in  such 
manner  that  although  the  statements  contained  therein  are  literaUy 
and  technically  true,  the  whole  is  misleading  in  that  purchasers  or 
users  are  not  made  sufficiently  aware  of  certain  contingencies  or 
conditions  applicable  to  such  guarantee  which  materiaUy  lessen 
the  value  or  protection  thereof  as  a  guarantee  to  purchasers  or 
users;  or 

(e)  Guarantees  which  purportedly  extend  for  such  indefinite 
or  unlimited  period  of  time  or  for  such  long  period  of  years  as 
to  have  the  capacity  and  tendency  or  effect  of  thereby  misleading 
or  deceivmg  purchasers  or  users  into  the  belief  that  the  product 
has  or  is  definitely  known  to  have  greater  degree  of  serviceability 
or  durability  in  actual  use  than  is  in  fact  true ;  or 

(/)  Guarantees  which  have  the  capacity  and  tendency  or  effect 
of  otherwise  misrepresenting  the  serviceability,  durability,  or  last- 
mg  qualities  of  the  product,  such  as,  for  example,  a  guarantee 
extending  for  a  certain  number  of  years  or  other  long  period  of 
time  when  the  ability  of  the  product  to  last,  endure,  or  remain 
serviceable  for  such  period  of  time  has  not  been  established  by 
actual  experience  or  by  competent  and  adequate  tests  definitely 
showing  in  either  case  that  the  product  has  such  lasting  qualities 
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under  the  conditions  encountered  or  to  be  encountered  in  the 
respective  locality , where  the  product  is  sold  and  used  under  the 
guarantee;  or 

(g)  Purported  guarantees  in  the  form  of  documents,  promises, 
representations,  or  other  form  which  are  represented  or  held  out 
to  be  guarantees  when  such  is  not  the  fact,  or  when  they  are 
service  contracts  of  the  type  which  are  not  guarantees,  or  when 
they  involve  any  deceptive  or  misleading  use  of  the  word  *' Guar- 
antee*' or  term  of  similar  import;  or 

(h)  Guarantees  issued,  or  directly  or  indirectly  caused  to  be 
used,  by  any  member  of  the  industry  when  or  under  which  the 
guarantor  fails  or  refuses  to  scrupulously  observe  his  obligation 
thereunder  or  fails  or  refuses  to  make  good  on  claims  coming 
reasonably  within  the  terms  of  the  guarantee ;  or 

(♦)  Guarantees  which  in  themselves  or  in  the  manner  of  their 
use  are  otherwise  false,  misleading,  or  deceptive. 

(Ill)  This  rule  shall  be  applicable  not  only  to  guarantees  but  also 
to  warranties,  to  purported  warranties  and  guarantees,  and  to  any 
promise  or  representation  in  the  nature  of  or  purporting  to  be  a  guar- 
antee  or  warranty. 

Rule   6.    Misuse   of   Terms   *'Close-Outsr   *'Discontim^d   Lines/' 
'^Special  Bargains,"  Etc, 

It  is  an  unfair  trade  practice  to  offer  for  sale,  seU,  advertise,  describe, 
or  otherwise  represent  regular  Unes  of  industry  products  as  ^'Close- 
Outs,*'  ''Discontinued  Lines,-  "Special  Bargains, ^  or  bv  words  or 
representations  of  similar  import,  when  such  are  not  true  ^in  fact ;  or 
to  80  offer  for  sale,  sell,  advertise,  describe,  or  otherwise  represent'  in- 
dustry products  where  the  capacity  and  tendency  or  effect  thereof  is 
to  lead  the  purchasing  or  consuming  pubHc  to  believe  such  products  are 
being  offered  for  sale  or  sold  at  greatly  reduced  prices  or  at  so-called 
bargam*'  prices,  when  such  is  not  the  fact. 

Rule  7.    Misrepresentation  as  to  Installment  Sales  Contracts,  Their 
Terms,  Conditions,  Etc. 

It  is  an  unfair  trade  practice  to  make  or  publish,  or  cause  to  be  made 
or  published,  directly  or  indirectly,  any  false,  misleading,  or  deceptive 
statement  or  representation,  through  advertising  or  otherwise,  concern- 
mg  instaUment  sales  contracts  used  or  their  terms  and  conditions, 
including  down  payments,  interest,  carrying  charges,  etc.,  or  respecting  - 
any  other  matters  relative  to  such  contracts  or  their  terms  and  con- 
ditions. 

Rule  8.   Misrepresenting  Products  as  Conforming  to  Standard. 
Representing,  through  advertisement  or  otherwise,  that  any  prod- 
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ucts  of  the  industry  confonu  to  a  standard  recognized  in  or  applicable 
to  the  industry  when  such  is  not  the  fact,  with  the  capacity  and  tend- 
ency  or  effect  of  misleading  or  deceiving  the  purchasing  or  consuming 
public,  is  an  unfair  trade  practice. 

Rule  9.  Deception  as  to  Rebuilt  or  Second-Hand  Products. 

(a)  It  is  an  unfair  trade  practice  for  any  member  of  the  industry 
to  sell,  offer  for  sale,  advertise,  or  otherwise  represent,  any  product  of 
the  industry  as  being  new  when  such  is  not  true  in  fact. 

(6)  In  the  marketing  of  rebuilt  or  second-hand  products  of  the 
industry,  or  parts  thereof,  or  the  marketing  of  products  containing 
rebuilt  or  second-hand  parts,  it  is  an  unfair  trade  practice  to  fail  or 
refuse  to  make  full  and  nondeceptive  disclosure,  by  mark  securely  af- 
fixed to  the  exterior  of  the  product  in  an  accessible  place,  of  the  fact 
that  such  product  or  parts  are  not  new  but  are  used,  rebuilt,  or  second- 
hand, as  the  case  may  be.  such  failure  or  refusal  to  disclose  having  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  purchas- 
ing or  consuming  public. 

Rule  10.  Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an  un- 
fair trade   practice. 

Rule  11.   Fictitious  Prices. 

It  is  an  unfair  trade  practice  to  sell  or  offer  for  sale  industry  prod- 
ucts at  prices  purported  to  be  reduced  from  what  are  in  fact  fictitious 
prices,  or  to  sell  or  offer  for  sale  such  products  at  a  purported  redue- 
tion  in  price  when  such  purported  reduction  is  in  fact  fictitious  or  is 
otherwise  misleading  or  deceptive. 

Rule  12.    Combination  or  Coercion  to  Fix  Prices,  Suppress  Competi- 
tion, or  Restrain  Trade. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  or  any 
other  person : 

(a)  To  use,  directly  or  indirectly,  any  form  of  threat,  intimida- 
tion, or  coercion  against  any  member  of  the  industry  or  other 
person  to  unlawfully  fix,  maintain,  or  enhance  prices,  suppress 
competition,  or  restrain  trade;  or 

(6)  To  enter  into  or  take  part  in,  directly  or  indirectly,  any 
agreement,  understanding,  combination,  conspiracy,  or  concerted 
action  with  one  or  more  members  of  the  industry,  or  with  one  or 
more  other  persons,  to  unlawfully  fix,  maintain,  or  enhance  prices, 
suppress  competition,  or  restrain  trade. 


TRADE  PRACTICE  RULES 


41] 


f 


Rule  13.    Defamation    of    Competitors    or   Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
competitors*  products  in  any  respect,  or  of  their  business  methods,  sell- 
ing prices,  values,  credit  terms,  policies,  or  services,  is  an  unfair  trade 
practice. 

Rule  14.  Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
form to  samples  submitted,  to  specifications  upon  which  the  sale  is  con- 
summated, or  to  representations  made  prior  to  securing  the  order, 
without  the  consent  of  the  purchasers  to  such  substitution^  or  with  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  pur- 
chasing or  consuming  public,  is  an  unfair  trade  practice. 
Rule  15.  False  Invoicing. 

It  is  an  unfair  trade  practice  to  withhold  from  or  insert  in  invoices 
any  statements  or  information  by  reason  of  which  omission  or  inser- 
tion a  false  record  is  made,  wholly  or  in  part,  of  the  transactions  rep- 
resented on  the  face  of  such  invoices,  with  the  effect  of  thereby  mis- 
leading or  deceiving  the  purchasing  or  consuming  public. 
Rule  16.  Inducing  Breach  of  Contract. 

It  is  an  unfair  trade  practice  to  induce  or  attempt  to  induce  the 
breach  of  existing  lawful  contracts  between  competitors  and  their  cus- 
tomers, or  their  suppliers,  by  any  false  or  deceptive  means  whatso- 
ever, or  to  interfere  with  or  obstruct  the  performance  of  any  such 
contractual  duties  or  services  by  any  such  means,  with  the  purpose  and 
effect  of  unduly  hampering,  injuring,  or  prejudicing  competitors  in 
their  business. 

Rule  17.   Use  of  Lottery  Schemes. 

The  offering  or  giving  of  prizes,  premiums,  or  gifts  in  connection 
with  the  sale  of  industry  products,  or  as  an  inducement  thereto,  by 
any  scheme  which  involves  lottery  or  scheme  of  chance,  is  an  unfair 
trade  practice. 

Rule  18.   Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives 
of  customers  or  prospective  customers,  or  to  agents,  employees,  or  rep- 
resentatives of  competitors*  customers  or  prospective  customers,  ^vith- 
out  the  knowledge  of  their  employers  or  principals,  as  an  inducement 
to  influence  their  employers  or  principals  to  purchase  or  contract  to 
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purchase  products  manufactured  or  sold  by  such  industry  member  or 
the  maker  of  such  gift  or  offer,  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  19.  Enticing  Awwy  Employees  of  Competitors. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  wil- 
fuUy  to  entice  away  employees  of  competitors  with  the  purpose  and 
effect  of  thereby  unduly  hampering  or  injuring  competitors  in  their 
business  and  destroying  or  substantially  lessening  competition. 

Rule  20.  Procurement  of  Competitors'  Confidential  Informafwn  hy 
Unfair  Mewns  and  Wrongful  Use  Thereof, 
It  is  an  unfair  trade  practice  for  any  member  of  the  industrj-  to 
obtain  information  concerning  the  business  of  a  competitor  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  authority, 
or  by  any  other  unfair  means,  and  to  use  the  information  so  obtained 
in  such  manner  as  to  injure  said  competitor  in  his  business  or  to  sup- 
press competition  or  unreasonably  restrain  trade. 

Rule  21.  Unfair  Threats  of  Infringement  Suits. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  piirpose  or  with  the  effect  of  thereby 
harassing  or  intimidating  such  customers  or  prospective  customers,  oi- 
of  unduly  hampering,  injuring,  or  prejudicing  competitors  in  their 
business,  is  an  unfair  trade  practice. 

Rule  22.   Coercing  Purchase  of  One  Product  as  a  Prerequisite  to  the. 
Purchase  of  Other  Products, 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where  tfie 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create 
a  monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade 
practice. 

Rule  23.  Unlawful  Interference. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  by 
means  of  any  monopolistic  practices,  or  through  combination,  con- 
spiracy, coercion,  boycott,  threats,  or  any  other  unlawful  means,  directly 
or  indirectly,  to  interfere  with  a  competitor's  right  to  purchase  his 
materials  and  supplies  from  whomsoever  he  chooses,  or  to  sell  to  whom- 
soever he  chooses. 

Rule  24.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost, 
when  pursued  with  wrongful  intent  of  thereby  injuring  a  competitor 
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and  where  the  effect  of  such  practice  is  to  unreasonably  restrain  trade, 
tend  to  create  a  monopoly,  or  substantially  lessen  competition,  is  an 
unfair  trade  practice. 

This  rule  is  not  to  be  construed  as  prohibiting  all  sales  below  cost 
but  only  such  selling  below  the  seller's  cost  as  is  resorted  to  and 
pursued  as  a  monopolistic  practice  with  the  wrongful  intent  referred 
to  and  coupled  with  the  effect  of  unreasonably  restraining  trade,  tend- 
jng  to  create  a  monopoly,  or  substantiaUy  lessening  competition. 

The  costs  referred  to  in  the  rule  are  actual  costs  of  the  respective 
seller  and  not  some  other  figure  or  average  costs  in  the  industry, 
determined  by  an  industry  cost  survey  or  otherwise. 

Rule  25.  Discrimination. 

(a)  Prohibited  Discnminatory  PHces,   or  Rebates,  Refunds,   Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discnmination.- 
It  is  an  unfair  trade  practice  for  any  member  of  the  industrv  engaged 
m  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit 
purported  allowance  for  alleged  imperfect  workmanship  or  defective 
material,  or  other  form  of  price  differential,  where  such  rebate,  refund 
discount,  credit,  purported  allowance  for  alleged  imperfect  workman- 
ship or  defective  material,  or  other  form  of  price  differential,  effects  a 
discrimination  in  price  between  different  purchasers  of  goods  of  like 
grade  and  quality,  where  either  or  any  of  the  purchases  involved  therein 
are  m  commerce,^  and  where  the  effect  thereof  may  be  substantially  to 
lessen  competition  or  tend  to  create  a  monopoly  in  any  line  of  com- 
merce,!  or  to  injure,  destroy,  or  prevent  competition  with  any  person 
who  either  grants  or  knowingly  receives  the  benefit  of  such  discrimina- 
tion, or  with  customers  of  either  of  them :  Provided,  however— 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en 
gaged  in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 

^  See  footnote,  p.  411. 
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affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
unminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal  goods,  distress  sales  under  court  process,  or  sales  in  jrood 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions.— It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing  of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rr^rlered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowonces,  Etc—It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  en-aged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional aUowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processhig,  handling 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured 
sold,  or  offered  for  sale  by  such  member,  unless  such  pavment  or  con' 
sideration  is  available  on  proportionally  equal  terms  to 'all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities 

(d)  Prohibited  Discriminatory  Services  or  Facilities.— It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  to  discrim- 
inate m  favor  of  one  purchaser  against  another  purchaser  or 
purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnishing  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  tli.^ 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportion'allv 
equal  terms. 

(e)  Inducing  or  Receiving  an  lUegal  Discrimination  in  Price  —It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,*  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  forejroin- 
provisions  of  this  Rule  25.  /^ 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries, 

*  S«e  footnote,  p.  416. 
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Churches,  Hospitals,  and  Chantable  Institutions  Not  Operated  for 
Profit.— The  foregoing  provisions  of  this  Rule  25  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  25  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  Avas  approved  May  26,  1988, 
and  reads  as  follows : 

"Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692^ 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit.*'  (52  Stat.  446;  United  States  Code,  1940  Edi- 
tion, Title  15,  Sec.  13c.) 

Rule  26.  Price  Discnmination  by  Making  Small  Deliveries  at  Prices 
Applicable  Only  to  Larger  Quantities. 
It  is  an  unfair  trade  practice  to  discriminate  in  price  by  making 
small  deliveries  to  some  purchasers  at  prices  applicable  only  to  pur*- 
chases  and  deliveries  in  larger  quantities  where  such  practice  effects  a 
discrimination  in  price  as  in  the  case  of  a  discriminatory  rebate 
refund,  discount,  credit,  service,  or  facility,  of  the  tvpe  contrarv  to 
the  provisions  of  Rule  25. 

Rule  27.   Discriminatory  Returns. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  en- 
gaged in  commerce^  to  discriminate  in  favor  of  one  customer-pur- 
chaser against  another  customer-purchaser  of  products  bouglit  from 
such  member  for  resale,  by  contracting  to  furnish,  or  furJshing  in 
connection  therewith,  upon  terms  not  accorded  to  all  custom' r- pur- 
chasers  on  proportionaUy  equal  terms,  the  service  or  facility  wlieroby 
such  favored  purchaser  is  accorded  the  privilege  of  returning  products 
so  purchased  and  receiving  therefor  credit  or  refund  of  purchase  price 

However,  nothing  in  any  of  the  rules  herein  shall  be  construed  as 
prohibiting  the  return  of  merchandise  by  purchaser,  for  credit  or  re 
fund  of  purchase  price,  when  and  because  such  merchandise  has  not 
been  properly  tagged,  labeled,  or  marked  by  the  seller  in  accordance- 
with  the  requirements  of  these  rules,  or  has  been  otherwise  falsely  or 
deceptively  tagged,  labeled,  or  represented,  or  when  and  because  such 
merchandise  is  defective  in  material,  workmanship,  or  in  any  other 
respect,  contrary  to  guarantee,  warranty,  or  purchase  contract. 

»  As  here  used,  the  word  "commerce-  means  trade  or  commerce  among  the  sev.,^1   State 
.nd  Territories  including  the  District  of  Columbia,   in  accordance  with  the  f^    cope  o'     h! 
dean.t,on  of  such  term  found  in  Section  1  of  the  Clayton  Act   (38  Stat.  730;  15  USCA  L    12) 
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Rule  28.  Deception  Thraugk  Failure  to  Differentiate  Between  WMe- 
me  and  Retail  Transactions. 

Where  industry  products  are  sold  at  wholesale  and  at  retail  in  the 

ame  establishment  of  a  member  of  the  industry,  the  commingling  of 

he  two  types  of  business  in  such  manner  as  to  have  the  capacity  and 

tendency  or  effect  o   misleading  or  deceiving  purchasers  or  prospeetTve 

purchasers  js  an  unfair  trade  practice.  ""pecxive 

Rule  29.   Aiding  or  Abetting  Use  of  Unfair  Trade  Practices 

It  is  an  unfair  trade  practice  for  any  pereon  to  aid,  abet,  coerce  or 
nduce  another,  directly  or  indirectly,  to  use  or  promote  the  use  of  any 
unfair  trade  practice  specified  in  these  rules. 
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Rule  F.   Coercion  in  Sales. 

The  use  of  buying  power  to  force  uueconomic  or  unjust  terms  of  sale 
upon  seUers,  and  the  use  of  selling  power  to  force  uneconomic  or  unjust 
terms  of  sale  upon  buyers,  are  condemned  by  the  industry. 

Promulgated  by  the  Federal  Trade  Commission  January  11,  1945. 


GROUP  II* 

Rule  A.  Price  Li^ts. 

(a)  The  industry  approves  the  practice  of  each  individual  member 
o    the  industry  independently  publishing  and  circulating  to  t^e  pur 
chasing  trade  his  own  price  lists.  ^ 

.  paii  o^a'll  Ihf  T  r''"''  !^'  P^'''^'"  '^  ^"'^"^  '^'  '^'^^  -'  «-^^ 
a  part  ot  ail  published  price  schedules. 

Rule  B.   Repudiation  of  Contracts. 

Lawful  contracts  are  business  oblifjations  which  should  be  performed 
m  letter  and  in  spirit.  The  repudiation  of  conf racfs  bv  se  lers  Z  a 
nsin,  market  or  by  buyers  on  a  declining  market  is  condemned  by  "hi 

Rule  C.  Maintenance  of  Accurate  Records. 

ne!i!li«''l^"'*^'"^  °^  **''  '"''"'*^  '^"^  """h  ""-"ber  should  inde- 
pendently keep  proper  and  accurate  records  for  determining  his  costs. 

Rule  D.  Disputes. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  'a^ald 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  g^ 

Zrth^    .       r""'"-   "  """'^  *"  ''^  ^  '^^y  «'«""''.  «  possible, 
bubmit  these  disputes  to  arbitration. 

RuleE.  Fictitious  Bids. 

When  submitting  bids,  all  bidders  should  make  their  bids  in  «>od 
faith  and  on  a  fully  competitive  basis.  The  use  by  any  member  ofT 
industry  of  fake  or  fictitious  bids,  having  the  Ldency  Teffeft  o 

bTtE:':nTs;T'""" "'  ^^""-^  ""'*'''  ''^^«"»'««-  -  -^«--'^ 


♦  See  page  VIII  for  headnote  applicable  to  Groap  II  Rul««, 
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FOR  THE 

RAZOR  AND  RAZOR  BLADE  INDUSTRY 
PROMULGATED  JUNE  19,  1945 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  far  the  Razor  and  Razor  Blade  Industry,  as 
hereinafter  set  forth,  are  promulgated  by  the  Federal  Trade  Commis- 
sion under  its  trade  practice  conference  procedure 

The  industry  to  which  the  rules  apply  is  that  engaged  in  the  busi- 
ness of  manufacturing  or  marketing  razor  blades  and  razo«.  including 
parts  therefor.  Such  products  of  the  industry  embrace  all  types  of 
razor  blades  and  razors  (exclusive,  however,  of  electric  shavers).  Yearlv 

IfilTnnnn'"!''  f  ./•>«. '"^ustry's  products  is  reported  as  exceeding 
$60,000,000  at  retail  prices. 

The  rules  are  directed  to  the  maintenance  of  free  and  fair  competi- 
tion for  the  protection  of  the  industry  and  the  buying  public.  Various 
trade  evils,  discriminatory  methods,  and  unfair  or  deceptive  practices 
are  listed  and  proscribed.  Other  provisions  are  also  included  which 
supply  additional  protection.  Of  special  importance  to  this  industrv  is 
Bule  14  which  contains  provisions  against  passing  off  as  and  for  regub.r 
or  first  quality  products,  such  blades  or  razors  as  are  defective,  sub- 
stand^d,  or  "seconds."  A  substantial  guide  is  also  provided  therein 
tor  differentiating  between  regular  or  first  quality  products  and  those 
which  are  substandard,  defective,  or  "seconds."  Likewise,  the  question 
peculiar  to  razor  blades  of  what  constitutes  a  "thin"  blade  is  covered 
m  Rule  4,  under  which  blades  having  a  thickne-ss  greater  than  .004 
ot  an  inch  are  not  to  be  deceptively  sold  as  "thin"  blades. 

The  proceeding  for  establishment  of  rules  for  the  industry  was  in- 
stituted upon  application  from  industry  members.  In  the  course  therc- 
ot  a  general  trade  practice  conference  under  the  auspices  of  the  Pe.l- 
eral  Trade  Commission  was  held  in  New  York  City.  Following  sucl. 
conference,  draft  of  proposed  rules  in  appropriate  form  was  published 
by  the  Commission  and  made  available  to  all  members  of  the  industry 
aad  other  interested  or  affected  parties  upon  public  notice  whereby 
they  were  afforded  opportunity  to  present  their  views,  including  such 
pertinent  information,  suggestions,  or  objections  as  they  desired  to 
offer,  and  to  be  heard  in  the  premises.  Pursuant  to  such  notice  hear- 
mg  w^  held  in  Washington,  D.  C,  and  all  matters  presented  in  the 
proceeding  were  dniy  received  and  given  appropriate  attention. 
Thereafter,  and  upon  full  consideration  of  the  entire  matter,  final 
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action  was  taken  by  the  Federal  Trade  Commission  whereby  it  ap- 
proved and  received,  respectively,  the  trade  practice  rules  appearing 
in  Group  I  and  Group  II  below : 


THE  RULES* 

GROUP  I* 

Rule  1.   Misrepresentation  as  to  Character  of  Business. 

(a)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  cor- 
poration, or  other  concern,  by  trade  or  corporate  name  or  otherwise, 
to  hold  himself  or  itself  out  as  being  a  manufacturer  or  producer  of 
razors,  razor  blades,  or  allied  products  when  such  is  not  true  in  fact. 

(6)  It  is  an  unfair  trade  practice  for  any  person,  partnership,  cor- 
poration, or  other  concern,  in  the  conduct  of  business,  to  misrepresent 
directly  or  indirectly,  in  advertising,  directory  listings,  labeling,  or 
otherwise,  the  character,  nature,  or  status  of  the  business  of  such 
person,  partnership,  corporation,  or  other  concern. 

Rule  2.    Defamation    of    Competitors    or    Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
competitors*  products  in  any  respect,  or  of  their  business  methods,  sell- 
ing prices,  values,  credit  terms,  policies,  or  services,  is  an  unfair  trade 
practice. 

Rule  3.   Commercial  Bribery. 

It  is  an  unfair  trade  praxitice  for  a  member  of  the  industry,  directly 
or  mdirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors »  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to  pur- 
chase  products  manufactured  or  sold  by  such  industry  member  or  the 
maker  of  such  gift  or  offer,  or  to  influence  such  employers  or  principals 
to  refrain  from  dealing  in  the  products  of  competitors  or  from  dealing 
or  contracting  to  deal  with  competitors. 


»  Such  adjustment  lu  may  be  necessary  on  the  part   of  members  ^  the  industry  to  brin» 

^hin'^rr    H*"  ';"J^™r  ""'  ^'^**  ••"'"  «'^"  •-  '"-^^^  -  ^™«P^^-  -   possible  and 
ora^rJ     l^^t       "^'\  ^"  "''""   ""'•   ^""•^"•^^'   ^  •=^"«^^"*^'^  «"   meanwhile   permittinic  use  of 
practice  which  are  false,  misleadinir.  or  deceptive,  or  which  are  otherwise  contrary  to  law 
See  pasre  VIII  for  headnote  applicable  to  Group  I  Rules. 
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KuLE  4.  Misrepresentation  in  General. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  use 
or  cause  or  promote  the  use  of,  any  trade  promotional  literature,  adver' 
tising  matter,  testimonial,  guarantee,  warranty,  mark,  brand,  label 
desi^ation,  or  representation,  however  disseminated  or  published' 
which  has  the  capacity  and  tendency  or  effect  of  misleading  or  deceiv- 
ing the  purchasing  or  consuming  public— 

•*^.'l^*',''^'^^'^  ^"^  *^'  *^P''  ^^^'  ^^^^'  ^««lity,  composition, 
weight,  thickness,*  rust  resistant  or  other  properties,  quantity,  use 
size  design,  construction,  material,  finish,  strength,  tests,  dura^ 
bihty,  serviceability,  flexibility,  sharpness,  extent  or  character  of 
pertormance,  price,  value,  content,  or  origin ;  or 

(b)  with  respect  to  the  type,  kind,  brand,  composition,  or  qual- 
ity  ot  steel  or  substance  of  which  a  razor  blade,  razor,  or  other 
industr^^  product  is  manufactured,  or  the  character,  extent,  or  type 
of  sharpening  or  other  treatment  applied  to  any  such  products;  or 

(c)  with  respect  to  any  guarantee,  warranty,  endorsement,  ac 
ceptance,  approval,  or  use  of  any  industry  product  by  any  person 
organization,  or  group;  or  ^  *-         » 

(d)  with  respect  to  the  manufacture,  distribution,  or  marketing 
ot  any  industry  product;  or  in  any  other  respect. 

hv*f^*'~'!™'*"  f<^et-(Among  the  misrepresentations  proscribed 
Dy  this  rule  are  designations  or  representations  to  the  effect  that 
blades  are  "thin"  or  are  "thin  blades"  when  in  fact  such  blad^  have 

LIh     kT'.^'^*^'  ^^^"^  ^^^^  recognized  in  the  Industry  as  properly 
applicable    o  "thin   blades."  Under  such   recognized   practice  "tWn'' 
blades  should  not  have  a  thickness  greater  than  .004  of  an  inch.) 
KuiiE  5.  Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  con- 
torm  to  samples  submitted,  to  specifications  upon  which  the  sale  is  con- 
summated, or  to  representations  made  prior  to  securing  the  order  with- 
out the  consent  of  the  purchasers  to  such  substitutions,  or  wiih  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  purchas- 
ing or  consuming  public,  is  an  unfair  trade  practice. 
Rule  6.   Misuse  of  the  Word  ''Free/'  Etc. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  use 
tiie  term  free,  or  any  other  term  or  representation  of  similar  import 
or  meaning,  to  describe,  designate,  or  refer  to  any  industry  product 
which  IS  not  given  to  the  recipient  thereof  without  cost  and  un- 
conditionally. 

Rule  7.   Use  of  Lottery  Schemes,  Etc. 

It  is  an  unfair  trade  practice  to  sell,  distribute,  or  promote  the  sale 
or  distribution  of  any  industry  product  or  other  merchandise  by  means 
ot  a  game  of  chance,  gift  enterprise,  or  lottery  scheme 


Rule  8.  Deceptive  Pricing. 

(a)  It  is  an  unfair  trade  practice  for  any  member  of  tHe  mau^try  to 
represent,  in  advertising  or  otherwise,  that  the  price  of  any  industry 
product  has  been  reduced  from  what  is  in  fact  a  fictitious  price,  or 
that  such  price  is  a  reduced  or  a  special  price  when  it  is  in  fact  the 
regular  selling  price  of  such  product,  or  that  the  regular  price  thereof 
is  higher  when  such  is  not  the  fact,  or  otherwise  to  falsely  or  decep- 
tively represent  the  past  or  current  price  of  any  industry  product. 

(h)  It  is  an  unfair  trade  practice  for  any  member  of  the  industry 
directly  or  indirectly,  to  use  or  to  supply  to  dealers,  or  to  aid  or 
a.ssist  in  the  use  of,  price  tags,  labels,  or  similar  devices  which  are  false 
or  fictitious,  or  which  such  member  has  reason  to  believe  are  intended 
to  be  used  or  will  be  used  by  dealers  or  salesmen  for  the  purpose  of  mis- 
leading or  deceiving  the  purchasing  or  consuming  public  in  regard  to 
price,  value,  or  in  any  other  material  respect. 
Rule  9.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller  ^s  cost  with 
the  intent  and  with  the  effect  of  injuring  a  competitor  and  where  the 
effect  may  be  substantially  to  lessen  competition  or  tend  to  create  a 
monopoly  or  unreasonably  restrain  trade  is  an  unfair  trade  practice 
All  elements  recognized  by  good  accounting  practice  a5  proper  ele- 
ments of  such  cost  shall  be  included  in  determining  cost  under  this 
rule.  The  costs,  however,  which  are  referred  to  in  the  rule,  are  actual 
costs  of  the  respective  seller  and  not  some  other  figure  or  average  costs 
m  the  industry  determined  by  an  industry  cost  survey  or  otherwise. 
Rule  10.   Discrimination. 

{a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  So-called 
Free  Goods,  Discounts,  Credits,  Etc.,  Which  Effect  Unlawful  Price  Dis- 
cr%m%natum.—lt  is  an  unfair  trade  practice  for  any  member  of  the 
industry  engaged  in  commerce,^  in  the  course  of  such  commerce    to 
grant  or  allow,  secretly  or  openly,  directly  or  indirectly,  any  rebate 
refund,  so-called  free  goods,  discount,  credit,  or  other  form  of  price 
differential,  where  such  rebate,  refund,  so-called  free  goods,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
pnce  between  different  purchasers  of  goods  of  like  grade  and  quality 
where  either  or  any  of  the  purchases  involved  thei-ein  are  in  commerce  ^ 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,^  or  to  injure 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided.  h<ywever-^ 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
^^joruse,  consumption,  or  resale  within  any  place  under  the  juris- 

*  Sm  footnote,  p.  460. 
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(Uction  of  the  United  Statt^s; 

(2)  That  nothing  herein  eoutained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting:  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade ; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (b)  the 
marketability  of  the  goods,  sucli  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(6)  Prohibited  Brokerage  and  Commissions. — ^It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,-  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances y  Etc. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con 
sideration  is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practic.e  for  any  member  of  the  industry  to  discrim- 
inate   in    favor    of    one    purchaser    against    another    purchaser    or 
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purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  a/n  Illegal  Discrimination  in  Price. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  10. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries. 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit— The  foregoing  provisions  of  this  Rule  10  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  10  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

**Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled,  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act.  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit. '»  (52  Stat.  446;  United  States  Code,  1940  Edi- 
tion, Title  15,  Sec.  13c.) 

Rule  11.  Imitation  or  Simulation  of  Trade-marks,  Trade  Names,  Etc. 
The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an  un- 
fair trade  practice. 

Rule  12.  Misrepresentation  as  to  Earnings  of  Sales  Representatives. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  make 
or  publish,  or  cause  to  be  made  or  published,  directly  or  indirectly,  any 
false,  misleading,  or  deceptive  statement  or  representation,  by  way  of 
advertisement  or  otherwise,  concerning — 

(a)  the  salary,  commission,  income,  earnings,  or  other  remunera- 
tion which  agents,  canvassers,  solicitors,  or  other  sales  representa- 
tives receive  or  may  receive;  or 

*  See  footnote,  p.  460. 
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(&)  the  chances  or  opportunities  for  such  remuneration. 
Rule  13.  Enticing  Aw<»y  Employees  of  Competitors. 

Wilfully  enticing  away  the  employees  of  competitors  with  the  purpose 
and  effect  of  unduly  injuring  or  hampering  competitors  in  their  busi- 
ness and  destroying  or  substantially  lessening  competition  is  an  unfair 
trade  practice. 

Rule  14,   Passing  Off  Suhstamlard  or  Defective  Products  as  and  for 
Regular  or  First  Quality  Merchandise. 

A.  It  is  an  unfair  trade  practice  to  advertise,  offer  for  sale,  sell,  or 
cause  to  be  sold  razors  or  razor  blades  which  are  ** seconds,*'  or  which 
are  substandard,  defective,  or  of  low  quality  as  and  for  razors  or  blades 
of  higher  grade  or  quality  or  as  and  for  razors  or  blades  which  are  not 
substandard,  defective,  or  ** seconds.*' 

B.  If  and  when  razors  or  razor  blades  which  are  "seconds,**  sub- 
standard, or  defective  are  placed  on  the  market,  they  should  be  marked 
as  such  clearly  and  conspicuously  on  the  outside  of  the  sealed  or  closed 
wrapper  in  which  they  are  sold  to  the  purchasing  or  consuming  public; 
and  it  is  an  unfair  trade  practice  to  conceal  the  fact  that  such  razors 
or  razor  blades  are  "seconds,**  substandard,  or  defective,  such  conceal- 
ment having  the  capacity  and  tendency  or  effect  of  misleadingr  or 
deceiving  the  purchasing  or  consuming  public. 

NOTE  l.—Aa  used  in  this  rule  the  term  '*8ul> standard'*  as  applied  to 
razw  blades  shall  embrace  razor  blades  which  are  **seconds'*  or  which 
are  defective  for  any  reason,  including  steel  razor  blades  which  are 
defective  and  inferior  by  reason  of: 

(o)  The  steel  of  which  the  blade  ie  manufactured  not  being  of  uni- 
form well  spheroidized  cementite  structure  with  carbide  particles  of 
uniform  size  and  distribution;  or  not  having  proper  carbon  content 
(carbon  content  of  not  less  than  1.15%  or  more  than  1.36%  is  deemed 
generally  desirable  and  proper);  or 

(ft)  The  cutting  edge  or  edges  not  having  been  properly  hardened 
and  tempered  equal  to  a  hardness  of  90  to  92  on  a  Rockwell  15N  Scale, 
Superficial  Hardness  Tester;  or 

(c)  The  flexible  type  blade  not  having  been  properly  tempered  bo 
as  to  permit  the  blade  to  flex  sufficiently  without  breaking  in  the  razor 
for  which  it  is  intended  or  sold;  or 

id)  The  blade  not  having  been  evenly  or  keenly  sharpened;  or 

(e)  The  cutting  edge  or  edges  showing  nicks  with  a  dimension 
greater  than  .005  of  an  inch,  or  wire  edges,  when  viewed  microecop- 
ically  at  a  magnification  of  50  diameters;  or 

(/)  Nbt  having  proper  dimensions  or  measurements  necessary  to  fit 
effectively  and  in  a  precise  manner,  without  excessive  or  insufficient 
blade  exposure,  the  razor  for  which  it  is  intended  or  sold;  or 

(g)  Not  being  free  from  rust,  or  not  having  been  effectively  pro- 
tected against  rust  when  placed  on  the  market. 

NOTE  II.— A*  used  in  thU  rule  the  word  "substandard''  as  applied  to 
safety  razors  shall  be  construed  to  include  the  folloxcing: 


Safety  razors  which  are  not  of  such  construction  and  material  as  to 
assure  an  adequate  and  effective  blade  seating  and  blade  exposure: 
or  which  are  subject  to  warping  to  such  an  extent  as  to  prevent  an 
adequate  and  effective  blade  seating  or  blade  exposure;  or  which  have 
such  rough  edges,  burrs,  pin  holes,  or  other  Imperfections  or  such 
flaws,  defects,  or  susceptibility  to  rusting  as  to  materially  affect  their 
usability  adversely;  or  which  are  of  such  construction,  material,  or 
workmanship  as  not  to  permit  of  tight  assembly  without  breaking  or 
cracking;  or  which  are  "seconds"  or  not  first  quality  products  by 
reason  of  such  defective  or  Inferior  material,  construction,  or  work- 
manship. 

RxjLE  15.  Razor  Blades  for  Industrial  Use  or  for  Purposes  Other  than 
Human  Shaving. 

To  the  end  that  confusion  and  deception  may  be  avoided  and  pre- 
vented, razor  blades  placed  on  the  market  to  be  sold  for  industrial  uses 
only  or  for  uses  other  than  human  shaving  shall  be  suitably  marked 
to  show  such  fact,  as  for  example :  '  *  For  Industrial  Use  Only.  *  *  The 
selling  of  any  such  razor  blades  as  or  for  razor  blades  manufactured  or 
suitable  for  human  shaving  when  such  is  not  the  fact,  is  an  unfair 
trade  practice. 

GROUP  n* 

Rule  A.  Repudiation  of  Contracts. 

liawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  repudiation  of  contracts  by  sellers  on  a 
rising  market  or  by  buyers  on  a  declining  market  is  condemned  by  the 
industry. 

Rule  B.  Arbitration. 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good 
will,  and  every  effort  should  be  made  by  the  disputants  themselves  to 
compose  their  differences.  If  unable  to  do  so  they  should,  if  possible, 
submit  these  disputes  to  arbitration. 

Rule  C.  Cost  Records. 

It  is  the  judgment  of  the  industry  that  each  member  should  inde- 
pendently keep  proper  and  accurate  records  for  determining  his  costs. 

Rule  D.  Proper  Identification  of  Origin  of  Blades  and  Suitable  Pack- 
aging. 

In  the  interest  of  identification  and  the  prevention  of  confusion  and 
deception,  all  steel  razor  blades  when  placed  on  the  market  should  be 
impressed  or  etched  with  the  name  or  identifying  trade-mark  of  the 
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manufacturer  or  of  tlie  responsible  distributor  introducing  such  blade 
into  the  channels  of  trade.  Each  packet  of  razor  blades  should  be 
marked  to  show  the  number  of  blades  contained  in  the  package.  Each 
blade  should  also  be  suitably  wrapped  or  packaged  to  afford  security 
in  handling  and  protection  against  damage  or  dulling  contact  with  the 
tutting  edge  of  the  blade. 

Promulgated  by  the  Federal  Trade  Commission  June  19,  1945. 
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FOR  THB 

TUNA  INDUSTRY  (Revised  and  Extended) 

PROMULGATED  JUNE  23,  1945 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Tuna  Industry  are  promulgated  by  the 
Federal  Trade  Commission  in  the  re\4sed  and  extended  form  herein- 
after set  forth.  Such  rules  supersede  those  promulgated  and  issued 
on  August  27, 1940. 

Changes  embodied  in  the  present  rules  relate  for  the  most  part  to 
** Grated  or  Shredded  Tuna/'  and  to  the  strengthening  of  provisions 
against  misrepresentation  and  deception.  The  several  amendments  made 
aflfect  Rules  1,  2,  5,  6,  7,  9, 12,  and  21.  The  other  rules  are  incorporated 
without  change  from  those  issued  August  27,  1940. 

Protection  of  the  industry,  trade,  and  the  purchasinjr  public  from 
the  harmful  effects  of  unfair  trade  practices  is  a  primary  object  of 
the  rules.  The  provisions  as  promulgated  relate  to  the  sale  and  dis- 
tribution of  tuna  and  tuna  products  by  the  processors  and  canners  and 
by  jobbers,  distributors,  dealers,  importers,  or  other  marketers.  Sucli 
tuna  is  cooked  and  packed  with  edible  oil  and  salt,  and  according  to 
available  information  the  most  recent  yearly  pack  amounted  to  3,600,- 
000  cases  having  a  sales  value  to  canners  of  approximately  $42,000,000. 

Proceedings  in  the  matter  were  had  in  cooperation  with  the  industry, 
including  the  holding  of  a  trade  practice  conference  and  other  hear- 
ings. As  a  result  thereof,  fair  trade  practice  rules  for  this  industry  were 
placed  in  operation  in  1940.  The  recent  extension  of  such  rides  was 
applied  for  by  members  of  the  industry,  and  hearing  in  respect  thereto 
was  held  by  the  Commission  on  March  26,  1945,  in  Washington,  D.  C. 
Prior  public  notice  was  also  issued  by  the  Commission  and  all  inter- 
ested or  affected  persons  or  concerns  were  afforded  opportunity  t(» 
present  their  views  and  suggestions  by  brief,  memorandum,  or  other 
communication,  and  to  be  heard. 

All  matters  have  been  given  attention,  and  upon  full  consideration 
the  rules  were  revised  and  extended  as  hereinafter  set  forth.  The  rules 
appearing  in  Group  I  and  Group  II,  including  those  amended,  wer^ 
respectively  approved  and  received  by  the  Federal  Trade  Commission 
and  are  promulgated  as  trade  practice  rules  for  the  Tuna  Industry. 

These  rules  promuli;ated  by  the  Commission  are  designeil  to  foster 
and  promote  tbc  niaintenanco  of  fair  competitive  conditions  in  the 
interest   of   the    industry   and    the    i>n!)lie.    Their   operation   is    to   be 
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directed  toward  this  end  and  is  not  to  permit  of  the  use  of  any  practice 
which  suppresses  competition,  restrains  trade,  fixes  or  controls  price 
through  combination  or  agreement,  or  which  otherwise  injures,  destroys, 
or  prevents  competition. 

The  rules  do  not  in  any  respect  supplant,  or  relieve  anyone  of  the 
necessity  of  complying  with,  the  requirements  of  the  pure  food  laws 
or  other  provision  of  law. 

THE  RULES 
GROUP  I* 

Rule  1.  Defimtions.  *' 

For  the  purpose  of  these  rules  and  in  their  application  the  following 
definitions  respecting  canned  tuna  and  canned  tuna  products  shall 
apply : 

(a)  FANCY  TUNA: 

(1)  The  term  *' Fancy  Tuna"  as  herein  used  shall  be  deemed  to 
be  the  descriptive  term  for  choice  cuts  of  cooked  tuna,  from  fish 
weighing  not  more  than  sixty  (60)  pounds  round  weight,  packed 
in  cans  with  large  pieces  of  solid  meat  and  with  one  or  two  small 
pieces  of  solid  meat  added,  if  necessary,  to  bring  the  contents  up 
to  required  net  weight,  but  not  including  any  flakes  (nor  any 
grated  or  shredded  tuna)  added  at  the  time  of  packing. 

(2)  The  term  "Fancy  White  Meat  Tuna"  as  herein  used  shall 
be  deemed  to  be  the  descriptive  term  for  like  choice  cuts  of  albacore 
(Germo  alalunga)  packed  in  the  same  manner. 

(3)  The  expression  ''choice  cuts"  means  large  choice  pieces  of 
cooked  tuna  composed  of  tender  solid  meat  of  selected  light  color 
aiid  fine  texture,  and  free  from  dark  meat,  bones,  skin,  extraneous 
tissue,  debris,  and  any  substance  or  condition  impairing  quality. 

(h)  STANDARD  TUNA: 

(1)  The  term  ''Standard  Tuna"  as  herein  used  shall  be  deemed 
to  be  the  descriptive  term  for  wholesome  cooked  tuna  meat,  not 
restricted  as  to  size  of  fish,  which  when  packed  contains  at  least 
75%  large  pieces  of  solid  meat  and  is  free  from  dark  meat,  bones, 
skin,  extraneous  tissue,  and  debris. 

(2)  The  term  ^'Standard  White  Meat  Tuna"  as  herein  used 
shaU  be  deemed  to  be  the  descriptive  term  for  like  large  pieces  of 
wholesome  solid  albacore  (Germo  alalunga),  packed  in  the  same 
manner  and  free  from  dark  meat,  bones,  skin,  extraneous  tissue, 
and  debris. 
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(c)  GRATED  or  SHREDDED  TUNA: 

(1)  The  term  "Grated  Tuna"  or  "Shredded  Tuna"  as  herein 
used  shall  be  deemed  to  be  the  descriptive  term  for  small  uniform 
pieces  of  wholesome  cooked  tuna  meat  produced  in  this  form  by 
a  mechanical  process.  The  pieces  shall  be  free  from  dark  meat, 
bones,  skin,  extraneous  tissue,  and  debris,  and  tuna  meat  used  for 
this  type  of  pack  shall  be  of  a  kind  and  quality  at  least  equal  to 
that  employed  in  packing  "Standard  Tuna"  as  described  in  sub- 
section (b)  (1)  above. 

(2)  The  term  "Grated  White  Meat  Tuna"  or  "Shredded  White 
Meat  Tuna"  as  herein  used  shall  be  deemed  to  be  the  descriptive 
term  for  like  small  uniform  pieces  of  wholesome  cooked  albacore 
(Germo  alalunga),  prepared  and  packed  in  the  same  manner,  and 
free  from  dark  meat,  bones,  skin,  extraneous  tissue,  and  debris. 
The  tuna  meat  used  shall  be  of  a  kind  and  quality  at  least  equal 
to  that  employed  in  packing  "Standard  White  Meat  Tuna"  as 
described  in  subsection  (h)  (2)  above. 

(d)  TUNA  FLAKES: 

(1)  The  term  "Tuna  Flakes"  or  "Flakes"  as  herein  used  shall 
be  deemed  to  be  the  descriptive  term  for  small  pieces  of  wholesome 
cooked  tuna  meat  from  the  whole  tuna,  or  from  parts  of  tuna,  not 
utilized  in  the  packing  of  fancy  or  standard  grades  of  tuna  but 
free  from  dark  meat,  bones,  skiii,  extraneous  tissue,  and  debris. 

(2)  The  term  "White  Meat  Flakes"  as  herein  used  shall  be 
deemed  to  be  the  descriptive  term  for  like  small  pieces  of  whole- 
some cooked  albacore  (Germo  alalunga),  packed  in  the  same  manner 
and  free  from  dark  meat,  bones,  skin,  extraneous  tissue,  and  debris. 

(e)  FISHES  CLASSED  AS  TUNA: 

The  following  species  shall  be  deemed  to  be  "tuna" : 

(1)  Germo  alalunga  (Albacore) 

(2)  Neothunnus  macropterus  (Yellowfin) 

(3)  Thunnus  thynnus  (Bluefin) 

(4)  Katsuwonus  pelamis  (Striped  Tuna,  Skipjack,  or  Aku) 

(5)  Thunnus  orientalis  (Oriental  Tuna) 

BuLE  2.  Deceptive  Designations. 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise,  de- 
scribe, or  otherwise  represent,  directly  or  indirectly,  any  industry 
product  as  "Fancy  Tuna,"  "Fancy  White  Meat  Tuna,"  "Standard 
Tuna,"  "Standard  White  Meat  Tuna,"  "Grated  Tnna,"  "Shredded 
Tuna,"  "Grated  White  Meat  Tuna,"  "Shredded  White  Meat  Tuna," 
"Tuna  Flakes,"  "Flakes,"  "White  Meat  Flakes,"  or  by  similar  desig- 
nation, when  such  product  does  not  conform  to  the  definitions  set  out 
in  Rule  1  above. 
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Rule  3.  Deceptive  Concealment  of  Species  and  Quality. 

In  advertising,  describing,  representing,  offering  for  sale  or  selling 
canned  tuna  or  canned  tuna  products,  it  is  an  unfair  trade  practice 
to  deceptively  conceal  or  fail  or  refuse  to  disclose  the  species  of  tuna 
used  m  the  product  and  the  grade  or  quality  thereof,  or  to  conceal 
or  fail  or  refuse  to  disclose  any  other  material  fact  respecting  the 
product,  where  such  concealment  or  nondisclosure  is  practiced  with 
the  capacity  and  tendency  or  effect  of  thereby  misleading  or  deceiving 
,  the  purchasing  or  consuming  public. 

Rule  4.   Misuse  of  Terms  '^Extra  Fai^y/'  ^<Extra  Select:^  Etc. 

It  is  an  unfair  trade  practice  to  sell,  offer  for  sale,  advertise,  describe, 
'!L  .^"^  represent  any  canned  tuna  or  canned  tuna  product  as 

Extra  Fancy,-  -Extra  Select,-  -Extra  Select  Fancy,-  -Extra 
Fancy  FiUet,-  -Extra  Quality,-  -De  Luxe  Fancy,-  -De  Luxe  " 

Select,-  -Choice,-  or  by  similar  designation  or  other  representation, 
with  the  capacity  and  tendency  or  effect  of  misleading  or  deceiving  the 
purchasing  or  consuming  public  into  the  belief  that  such  canned  tuna 
or  canned  tuna  product  is  of  a  quality  superior  to  either  the  fancy 
grade  or  the  standard  grade  of  tuna,  or  to  some  other  grade,  kind  or 
character  of  tuna,  when  such  is  not  true  in  fact;  or  into  any  other 
erroneous  belief. 

Rule  5.  Misrepresentation  of  Industry  Products  in  General. 

The  practice  of  selling,  advertising,  describing,  or  otherwise  repre- 
sentmg  canned  tuna  or  canned  tuna  products  in  a  manner  which  is 
cjculated  to  mislead  or  deceive  or  has  the  capacity  and  tenden<.v  or 
effect  of  misleading  or  deceiving  the  purchasing  or  consuming  public 
with  respect  to  the  species  of  tuna  contained  therein,  or  with  respect 
to  the  character,  nature,  content,  brand,  grade,  quality,  quantity, 
ongin  substance,  material,  size,  preparation,  packing,  distribution,  or 
manufacture  of  such  products,  or  ingredients  thereof,  or  in  any  other 
material  respect,  is  an  unfair  trade  practice. 

Rule  6.  Deceptive  Depictions  in  General. 

It  is  an  unfair  trade  practice  to  use  in  relation  to  industry  products 
any  photograph,  cut,  engraving,  insignia,  design,  illustration,  or  pic- 
tonal  or  other  depiction  or  device  (in  catalogs,  sales  literature  adver- 
tisements  or  other  representations)  which  has  the  capacity  and  tend- 
ency or  effect  of  misleading  or  deceiving  the  purchasing  or  consuming 
public  respecting  the  species  of  tuna  packed,  or  respecting  the  char- 
acter, nature,  content,  brand,  grade,  quality,  quantity,  origin,  sub- 
stance material,  size,  preparation,  packing,  distribution,  or  manufac- 
ture of  any  products  of  the  industry,  or  ingredients  thereof;  or  which 
is  false,  misleading,  or  deceptive  in  any  other  respect. 


Rule  7.   Misuse  of  Term  '^Tonno/'  Foreign  Insignia,  Etc. 

(a)  It  is  an  unfair  trade  practice  to  use  the  term  *'Tonno,"  or 
designation  of  similar  import,  as  descriptive  of  canned  tuna  or  canned 
tuna  products  when  such  products  are  not  composed  of  tuna  meat  in 
large  solid  pieces  packed  with  olive  oil  and  salt.  This  shall  not  be 
construed  as  excluding  the  addition  of  one  or  two  small  pieces  of 
solid  meat  where  necessary  to  bring  the  contents  up  to  the  required 
net  weight.  No  flakes  (nor  any  grated  or  shredded  tuna),  however, 
shall  be  added  at  the  time  of  packing,  and  the  product  as  packed  shall 
be  free  from  dark  meat,  bones,  skin,  extraneous  tissue,  and  debris. 

(6)  It  is  also  an  unfair  trade  practice  to  use  such  term  -Tonno,- 
or  designation  of  similar  import,  or  any  pictorial  or  other  representa- 
tions, foreign  insignia  or  insignia  indicating  foreign  origin,  or  foreign 
words,  phrases,  or  other  devices,  in  such  manner  as  to  have  the  capacity 
and  tendency  or  effect  (1)  of  confusing,  misleading,  or  deceiving  the 
purchasing  or  consuming  public  into  the  belief  that  the  tuna  ip  the 
product  so  described  or  referred  to  is  from  waters  off  the  coast  of  Italy 
or  other  foreign  country,  or  that  such  product  is  packed  in  or  imported 
from  Italy  or  other  foreign  country,  when  such  is  not  the  fact;  or  (2) 
of  confusing,  misleading,  or  deceiving  the  purchasing  or  consuming 
public  into  any  other  erroneous  belief. 

Rule  8.  Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands. 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  the  purchasing  or  consuming  public,  is  an 
unfair  trade  practice. 

Rule  9.  Use  of  SkDck-Filled  or  Short-Weight  Containers. 

It  is  an  unfair  trade  practice  to  sell,  advertise,  describe,  or  otherwise 
represent,  canned  tuna  or  canned  tuna  products  packed  in  slack-filled 
or  short-weight  containers,  or  packed  in  odd-sized  containers  simulat- 
ing in  size  or  shape  standard  sized  or  shaped  containers  which  are 
known  to  the  public  as  standard  containers  of  definite  capacity,  with 
the  capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  pur- 
chasing or  consuming  public  as  to  the  contents  of  such  containers  or 
the  amount  of  tuna  or  tuna  products  contained  therein ;  or  which  are 
packed  in  containers  so  made,  formed,  or  filled  as  to  be  otherwise 
misleading. 

Rule  10.    Defamation    of   Competitors    or   Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of  the 
grade,  quality,  or  manufacture  of  the  products  of  competitors,  or  of 
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their  business  methods,  selling  prices,  values,  credit  terms,  policies  or 
services,  is  an  unfair  trade  practice.  poncies,  or 

Rule  11.  Substituting  Inferior  Products  for  Those  Ordered 
The  practice  of  using  or  substituting  any  product  of  the  industry 

the  consent  of  said  purcha.ser  to  such  use  or  substitution,  or  with  the 
capacity  and  tendency  or  effect  of  otherwise  misleading  or  dl  eivinc 
the  purchasing  or  consuming  public,  is  an  unfair  trade  practice 
Rule  12.  Misuse  of  Ward  "Free.** 

TfLL  JTly,  '^'  '''*'  *'*  '^'"^'^  "'  *«'»'»«''«5^  to  mislead 
praS  P""'''««"'^  °r  consuming  public,  is  an  unfair  trade 

EuiiElS.  Fictitious  Prices. 
,      Offering  canned  tuna  or  canned  tuna  products  for  sale  at  nrices 
purported  to  be  reduced  from  what  are  in  fact  fictitious  pricro" 
offering  such  products  for  sale  at  a  purported  reduction  in  pL  whe. 
such  purported  reduction  is  in  fact  fictitious,  with  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  the  pur.haS  oT  eon 
summg  public,  is  an  unfair  trade  practice. 

Bole  14.  False  Invoicing. 

anrmatel?rfn!r  T  '"r*""  '"  "'  '"^•""^^-  ''"""^-  ^  ^t*t«»-» 
aay  material  information  by  reason  of  which  omission  or  insertion  a 

S^ic^rvir  ""'''•  "'""^  "'  '"  P"*'  ''^  *"''  ^^'^''-tion  which"! 
mvoice  or  billing  or  statement  purports  to  represent,  with  the  effect  of 

rr^rra?  pir ""  "^  ^--^^^^  -  — '-  ^- 

Bui/E  15.  Inducing  Breach  of  Contract. 

f  J^^"w^  °'  attempting  to  induce  the  breach  of  existing  lawful  con- 

^;  faW  oH  "T'*"'  '"'  "'^'^^  '^"'^^"^■•^  -  their-suppliersX 
sTi  i  th.      J     '  "''"^  whatsoever,  or  interfering  with  or  ob 
structmg  the  performance  of  any  such  contractual  duties  or  senices 

SuriL'"?  •"^'^!;."'">  *»■«  P^'P^^e  -d  effect  of  unduly  hampering 
3e  practicT.'"'      ""^  competitors  in  their  biisines.ses.  is  an  unfaf, 

Rule  16.  Commercial  Bribery. 

It  h  an  unfair  trade  practice  for  a  member  of  the  industry  directly 

or  uidirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  U  J^en 

money  or  anything  of  value  to  agents,  employees,  or  representSIJ^ 

of  customers  or  prospective  customers,  or  to  agents,  om^ye^  Z 

.representatives  of  competitoi.'   customers  or  plpec'ti -7  SSiei 
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without  the  knowledge  of  their  employers  or  principals,  as  an  induce- 
ment to  influence  their  employers  or  principals  to  purchase  or  contract 
to  purchase  products  manufactured  or  sold  by  such  industry  member 
or  the  maker  of  such  gift  or  offer,  or  to  influence  such  employers  or 
principals  to  refrain  from  dealing  in  the  products  of  competitors  or 
from  dealing  or  contracting  to  deal  with  competitors. 

Rule  17.  Enticing  Away  Employees  of  Competitors, 

WilfuUy  enticing  away  the  employees  of  competitors  with  the  pur 
pose  and  effect  of  unduly  hampering,  injuring,  or  prejudicing  com- 
petitors in  their  businesses  is  an  unfair  trade  practice. 

Rule  18.   Unfair  Threats  of  Infringement  Suits. 

The  circulation  of  threats  of  suit  for  infringement  of  patents  or 
trade-marks  among  customers  or  prospective  customers  of  competitors, 
not  made  in  good  faith  but  for  the  purpose  or  with  the  effect  of  haras- 
sing or  intimidating  such  customers  or  prospective  customers,  or  of 
unduly  hampering,  injuring,  or  prejudicing  competitors  in  their  busi- 
nesses, is  an  unfair  trade  practice. 

Rule  19.  Consignment  Distribution. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
employ  the  practice  of  shipping  industry  products  on  consignment  or 
pretended  consignment  for  the  purpose  and  with  the  effect  of  arti- 
ficially clogging  or  closing  trade  outlets  and  unduly  restricting  com- 
petitors' use  of  said  trade  outlets  in  getting  their  products  to  con- 
sumers through  regular  channels  of  distribution,  thereby  injuring, 
destroying,  or  preventing  competition  or  tending  to  create  a  monopoly 
or  to  unreasonably  restrain  trade.  Nothing  in  this  rule  shall  be 
construed  as  restricting  or  preventing  consignment  shipping  or  mar- 
keting of  industry  products  in  good  faith  where  suppressing  of  com- 
petition, restraint  of  trade,  or  undue  interference  with  competitors' 
use  of  the  usual  channels  of  distribution  is  not  effected. 

Rule  20.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost. 
when  pursued  with  wrongful  intent  of  thereby  injuring  a  competitor 
and  where  the  effect  of  such  practice  is  to  unreasonably  restrain  trade, 
tend  to  create  a  monopoly,  or  substantially  lessen  competition,  is  an 
unfair  trade  practice. 

This  rule  is  not  to  be  construed  as  prohibiting  all  sales  below  cost, 
but  only  such  selling  below  the  seller's  cost  as  is  resorted  to  and 
pursued  as  a  monopolistic  practice  with  the  wrongful  intent  referred 
to  and  coupled  with  the  effect  of  unreasonably  restraining  trade,  tend- 
ing to  create  a  monopoly,  or  substantially  lessening  competition.  Sales 
below  cost  by  a  competitor  not  in  a  sufficiently  strong  competitive 
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v^^rZll  T^r''  """^  T  '''"""-^  P^"^"*''"^'  *he  monopolLstic  or 
.estrainm^  effect  mentioned,  do  not  fall  within  the  inhibitions  of  this 

The  easts  referred  to  in  the  rule  are  actual  costs  of  the  respective 

n  IThT    "      T'  "*'''  ''^""  °^  '^'^'^^  "-*''  -  '^^  indnstrvTe    r- 
mmed  by  an  industry  cost  survey  or  otherwise. 

Rule  21.  Discrimination. 

(a)  Prohibited  Discriminatory  Prices,   or  Rebates,  RefumU    Dis 

It  IS  an  unfair  trade  practice  for  any  member  of  the  industry  en^a^ed 
m  commerce  >  in  the  course  of  such  commerce,  to  grant  or  allow  seSy 
or  openly,  directly  or  indii^ctly,  any  rebate,  refund,  discount  or  3 
or  the  granting  of  free  goods,  or  other  form  of  price  differen  ia  ^There 
such  rebate  refund,  discount,  or  credit,  or  the  granting  o  f  e  Jood" 
or  other  form  of  price  diiferental.  effects  a  discriminatio^r  in 
price  be  ween  different  purcha.sers  of  goods  of  like  grade  and  qualit 

Tnd  wh  r'  r  "V'"  P"'^'"'^^^  ^"^■"•^•^<i  therein  are  in  commer  e  • 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competit  on 
or  end  to  create  a  monopoly  i„  any  line  of  commerce,"  or  to  Sure 
destroy,  or  prevent  competition  with  any  person  who  either  iaT  J; 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

whici  Jake  If''?^  ^.r'""  "'"**'''''^  ■''"•"  P'-*'^"'^  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 

auantirir   '  ".    k""Y  '■'^"'*'''*^  ^''"^  *•>«  '^'flf-""''  -"thods  or 
or  delive^ei"  "         "      -'"'"odities  are  to  such  purchasers  sold 

(3)  That  nothing  herein  contained  shall  prevent  persons  et, 
gaged  in  selling  goods,  wares,  or  merchaudise'in  comm'erTfrom 

rts  ^zz  '"^*"'"^"  - "--  «^^  *-"-'-  -'  - ;: 

friiV^^"!  nothing  herein  contained  shall  prevent  price  changes 

affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  th. 
marketability  of  the  goods,  such  as,  but  not  limited  t;,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  o?    ea 

faTh  ird  •  f '""  ^'"  ''"•'^^  '"'"•^  P^'X'-^-  -  -les  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned 

(6)  Prohibited  Broierape  and  Commissions.-}t  is  an  unfair  trade 
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^  See  footnote,  p.  4«0. 


practice  for  any  men.ber  of  the  industry  engaged  in  commerce,'  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 

iiv  allll         "","■  '''^^^'^'  ''^^kerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 

hher  n?  r    *''  "''  "  ^""''^^^  "'  "''^''  ^«-«'  -  merchandise 
S  or  Vf J         /  ''I  '"  '""'^  t'-^n^o^tion  or  to  an  agent,  representa- 

ive  or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  cont'l 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid.  o-       om  sucu 

(c)  Prohibited  Advertising  or  Promotioml  Allowances,  Etc -It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  ensraged  in 
commerce,    o  pay  or  contract  for  the  payment  of  advertising  T pro 
motional  allowances  or  any  other  thing  of  value  to  or  for  the  benefit 

Isat       ""  "'  '"'!:  "*'"'''• '"  ^''^  ''''^'  °*  «-h  — erce  as  com 
pensation  or  in  consideration  for  any  services  or  facilities  furnished  bv 

or  through  such  customer  in  connection  with  the  processing  handling 

Lid  :roffrjf:"'  1^  f  ^^^^yr^-^^^^  or  commoLies  manufLtuS 

sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 

ideration  is  available  on  proportionally  equal  terms  to  aU  other  Z 

fair   trf^        1-  -^"f  »"»'"«'<"•!'  ^^''^i^es  or  FaciUties.-lt  is  an  un- 

nl    in    fa""*'".'     "   *"^   "''"''^'   "'   '""^    '^^^''^   *<>   di-rim- 
Zl  f    "'    °"'    purchaser    against    another    purchaser    or 

purchasers    of    a    commodity    bought    for    resale,    with    or    without 

pr;ce  Jit  hZr  ^  ;  '"^  'T'''  •"■  '''""*'^^  '=°»"«<'t«d  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 

^  (e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price  -It  is 
an  unfair  trade  practice  for  any  member  of  the  industrv  engaged  in 
reTereT  isTril''  7"^  °'  ^"'^'^  '="~'^«'  ^-ingly 'to  in'Se  I 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries 

w  "7,  ^*"^«*»"S  provisions  of  this  Rule  21  relate  to  practices 
wwITa  .'  ^"/ir  "'  ''''  Robinson-Patman  AntidiscriminatL lc7 
tofht/  .?  ""  '^PP"««*'°»  thereunder  of  this  Rule  21  are  subjS 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-pZan 


*  See  footnote,  p.  460. 
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Be  It  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled,  That  nothing 
m  the  Act  approved  June  19,  1936  (Public,  Numbered  692 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  United  States  Code,  1940  Edi- 
tion, Title  15,  Sec.  13c.) 

Rule  22.   Unlawful  Interference  with  Raw  Material  Purchases. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  by 
means  of  any  monopolistic  practices  or  through  combination  con- 
spiracy, coercion,  boycott,  threats,  or  any  other  unlawful  means  di- 
rectly or  indirectly,  to  interfere  with  a  competitor's  right  to  purdiase 
his  raw  materials  and  supplies  from  whomsoever  he  chooses,  or  to  sell 
his  product  to  whomsoever  he  chooses. 

Rule  23.   Aiding  or  Abetting  Use  of  Unfair  Trade  Practices. 

It  is  an  unfair  trade  practice  for  any  person,  firm,  or  corporation 
to  aid,  abet,  coerce,  or  induce  another,  directly  or  indirectly,  to  use  or 
promote  the  use  of  any  unfair  trade  practice  specified  in  these  rules. 

GROUP  II* 

Rule  A.  Cost  Records. 

It  is  the  judgment  of  the  industry  that  each  member  should  inde- 
pendently keep  proper  and  accurate  records  for  determining  his  costs. 
Rule  B.  Repudiation  or  Cancellation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
m  letter  and  in  spirit.  The  repudiation  or  cancellation  of  contracts  by 
sellers  on  a  rising  market  or  by  buyers  on  a  declining  market  is 
condemned  by  the  industry. 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  in- 
dustry to  cooperate  with  the  Federal  Trade  Commission  and  to 
perform  such  acts  as  may  be  legal  and  proper  to  put  these  rules 
into  eflfect. 

Promulgated  by  the  Federal  Trade  Commission  June  23,  1945. 


•  See  pave  VIII  for  headnote  applicia>l«  to  Group  II  RuIm. 
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FOR  THB 

WOOD  CASED  LEAD  PENCIL  INDUSTRY 
PROMULGATED  JUNE  29.  1945 


STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Wood  Cased  Lead  Pencil  Industry  as 
hereinafter  set  forth,  are  promulgated  by  the  Federal  Trade  Com- 
mission under  the  trade  practice  conference  procedure. 

Wood  cased  lead  pencils,  the  products  of  the  industry,  are  of  many 
types  and  grades.  They  are  sold  in  large  numbers  by  manufacturers 
importers,  distributoi-s,  dealers,  and  other  marketers;  and  are  used 
extensively  by  the  public  and  business  generaUy,  in  schools,  in  draw- 
ing and  drafting,  in  the  crafts,  and  in  many  other  activities.  The  rules 
are  directed  toward  the  maintenance  of  free  and  fair  competition  in 
the  busmess  of  marketing  such  pencils  throughout  the  several  chan- 
nels  of  trade  and  to  consumers  or  the  purchasing  public.  To  this  end, 
the  rules  catalog  and  proscribe  various  unfair  trade  practices  which 
are  to  be  avoided  and  prevented  that  the  industry,  trade,  and  the 
public  may  be  adequately  protected  against  the  harmful  effects  of 
such  practices.  Other  rules  are  also  included  which  provide  additional 
support  for  sound  business  methods. 

Production  of  wood  cased  lead  pencils  in  the  United  States  is  larc^e 
In  1944  it  exceeded  1,047,000,000  pencils.  Invested  capital  of  the 
manufacturers  m  this  country  is  above  $25,000,000.  In  addition  to 
the  domestic  production,  imported  wood  cased  lead  pencils  are  also 
covered  by  the  rules,  as  well  as  those  which  are  assembled  in  this 
country  from  imported  leads  or  slats. 

The  proceedings  for  establishing  the  rules  were  instituted  upon  ap- 
plication  from  members  of  the  industry.  A  general  trade  practice  con- 
terence  was  held  by  the  Commission  in  New  York  City.  At  such  con- 
ference suggested  miles  were  considered,  subject  to  the  Commission's 
approval  in  the  form  deemed  proper.  Thereafter,  a  draft  of  the  pro- 
posed rules  under  consideration  by  the  Commission  was  published  for 
the  information  of  all  concerned  and  public  notice  was  issued  by  the 
Commission  under  which  all  interested  or  affected  parties  (including 
consumers)  were  afforded  opportunity  to  present  their  views,  including 
such  pertinent  information,  suggestions,  amendments,  or  objections  as 
they  desired  to  offer,  and  to  be  heard.  Such  hearing  was  accordingly 
held  in  Washington,  D.  C.  All  matters  presented  pursuant  to  such 
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ivublie^notice.  or  othenvise  received  in  the  proceedings,  were  duly  con- 
Thereupon   and  after  full  consideration,  final  action  was  taken  bv 

THE  RULES 

GROUP  I*  ' 

Rule  1.  Misrepresentation  and  Misbranding 

trade  promotional  literature  label   branTr«ti:  .    !    *' °'"  ""^ 

or  representation,  however  ^^^i^::^or;lSl-'  '"•^'*"^°' 

or  di  Jit  tl  **"'  "T"^'  ""^  ''"^''"'^  ''  «'f-t  "f  --heading 

o^rh^duX:  *"  ^'^  "•^''^"""^'  '^'^^'^•'-i  -  -^>^-^^ 
(*)  which  is  false,  misleading,  or  deceptive  in  any  other  respect 

J-  Snlt  telStte"  JTuIlS  ^^ 7^^'  .f  T^  ^^^ 
imported  lead  or  slat^  *''*""  *"""  ^-^'^  fabricated 

(1)  It  is  an  unfair  trade  practice  to  conceal  or  fail  to  fnii„  .  a 
nondeceptively  disclose  the  foreign  origin        uch  fe  d  o    slL  or 

T'<^vXzrj'/' '''  ~""-^"^  "^  nondisi':;^!; 

tne  capacity  and  tendency  or  effect  of  misleading  or  deceiving 
the  purchasmg  or  consuming  public.  aeceiving 

(2)  The  practice  of  imprinting  the  phrase  "Made  in  U  <?   A  " 

rrntoHS'^  "  *'^''-  "*'°*"'"^'^'  '^  *"«  -  ttrLn,  adver- 
tisements  or  other  representations  pertaininsr  to  such  npnoii. 

ai^  an  unfair  trade  practice  when  truthful  disd    ur:  is  not  ctarly 

been  imported  fro.  or  mJZZ  ^^^^'^  '^^^ 
^'  ^""^^^  "^  />^./.we.-The  foUowing  is  prescribed  as  a  proper 

•  See  pa»e  VIH  for  headnoU  .ppllcble  to  Gnmp  I  Rule.. 
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manner  of  making  said  disclosure  under  this  rule  of  the  foreign  origin 
of  such  lead  or  slats  or  both,  an  the  case  may  be ; 

(1)  Unless  the  disclosure  is  made  on  the  pencils  themselves,  the 
disclosure  shall  in  all  cases  be  made  on  the  wrapper  or  immediate 
container  of  a  dozen  or  smaller  number  of  pencils,  irrespective  of 
whether  or  not  the  phrase  '^Made  in  U.  S.  A/'  is  used;  and 

(2)  Whenever  the  phrase  "Made  in  U.  S.  A/'  is  used,  whether 
on  the  pencils,  on  their  wrappers  or  containers,  or  in  advertising 
matter,  the  disclosure  shall  be  made  in  immediate  conjunction  with 
such  phrase  wherever  used. 

(3)  Illustrative  designations  of  foreign  origin  of  such  lead  or 
slats  which  may  be  used  under  this  rule  are  as  follows:  **Lead  made 

in /'  *'Slats  made  in ,"  **Lead  and  slats  made  in ," 

^*|Lead  imported  from    /'  **Slats  imported  from    ," 

*'Lead  and  slats  imported  from ,'»  (inserting  the  applicable 

country  of  origin  in  such  blanks.) 

C.  All  the  provisions  of  this  rule  respecting  the  phrase  "Made  in 
U.  S.  A. "  shall  be  equally  applicable  to  expressions  or  representations 
of  similar  import  or  meaning  such  as,  but  not  limited  to,  **U.  S.  A.," 

Made  in  America,  * '  "  American  Made,  ^ '  * '  U.  S.  Product, ' '  etc. 

D.  This  rule  shall  not  be  construed  as  prohibiting  the  imprinting 
upon  such  pencils,  or  the  use  in  advertising  or  elsewhere,  of  the  name 
of  the  city  or  State,  or  both,  which  constitute  the  address  of  the  person 
or  concern  manufacturing  or  marketing  such  pencils :  Provided,  how- 
ever,  all  other  provisions  of  this  rule  are  complied  with  and  no  decep- 
tion is  involved. 

E.  Nothing  herein  shall  be  deemed  to  relieve  anyone  of  the  necessity 
of  complying  with  the  requirements  of  the  customs  laws  or  regulations, 
or  other  applicable  provisions  of  law  or  regulations,  relating  to  the 
marking  of  imported  articles. 

Rule  3.  Misuse  of  Word  *'Free/'  Etc. 

It  is  an  unfair  trade  practice  to  use  the  term  "free,''  or  any  other 
term  of  ijimilar  import  or  meaning,  to  describe,  designate,  or  refer  to 
any  industry  product  which  is  not  given  to  the  recipient  thereof  with- 
out cost  and  unconditionally. 

Rule  4.    Defamation   of    Competitors    or   Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dis- 
honorable conduct,  inability  to  perform  contracts,  questionable  credit 
standing,  or  by  other  false  representations,  or  the  false  disparagement 
of  the  grade  or  quality  of  the  products  of  competitors  or  of  the  source 
or  ongm  of  raw  materials  or  component  parts  used  in  their  producta 
or  the  false  disparagement  of  the  nature  or  form  of  business  conducted 

6S8742--4»-29 
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^  (Competitors,  their  credit  terms,  values,  policies,  op  services,  or  other 
false  disparagement,  is  an  unfair  trade  practice. 
Rule  5.    Procurement  of  Competitors'  Confidential  Information  by 
Unfair  Means  and  Wrongful  Use  Thereof. 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
obtain  information  concerning  the  business  of  a  competitor  by  bribery 
nt  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  authority, 
or  by  any  other  unfair  means,  and  to  use  the  information  so  obtained 
111  such  manner  as  to  injure  said  competitor  in  his  business  or  to  gup- 
piess  competition  or  unreasonably  restrain  trade. 
Rule  6.  Commercial  Bribery. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors*  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to  pup- 
eliase  products  manufactured  or  sold  by  such  industry  member  or  the 
maker  of  such  gift  or  offer,  or  to  influence  such  employers  or  principals 
to  rel  rain  from  dealing  or  contracting  to  deal  with  competitors. 
Rule  7.  Imitatimi  or  Simulation  of  Trade-marks,  Trade  Names,  Etc. 

The  imitation  or  simulation  of  the  trade-marks,  trade  names,  brands, 
or  labels  of  competitors,  with  the  capacity  and  tendency  or  effect  of 
misleading  or  deceiving  purchasers,  prospective  purchasers,  or  the  con- 
suming  public,  is  an  unfair  trade  practice. 

Rule  8.  Selling  Below  Cost. 

The  practice  of  selling  industry  products  below  the  seller's  cost, 
when  pursued  with  wrongful  intent  of  thereby  injuring  a  competitor 
and  where  the  effect  of  such  practice  is  to  unreasonably  restrain  trade, 
tend  to  create  a  monopoly,  or  substantially  lessen  competition,  is  an 
unfair  trade  practice. 

This  rule  is  not  to  be  construed  as  prohibiting  all  sales  below  cost 
hut  only  such  selling  below  the  seDer's  cost  as  is  resorted  to  and  pur 
sued  as  a  monopolistic  practice  with  the  wrongful  intent  referred  to 
and  coupled  with  the  effect  of  unreasonably  restraining  trade,  tend- 
iiig  to  create  a  monopoly,  or  substantially  lessening  competition,  * 

All  elements  recognized  by  good  accounting  practice  as  proper  ele- 
ments  of  such  cost  shall  be  included  in  determining  cost  under  this 
rule.  The  costs  referred  to  in  the  rule  are  actual  costs  of  the  respective 
seller  and  not  some  other  figure  or  average  costfi  in  the  industry,  deter- 
mined  by  an  industry  cost  survey  or  otherwise. 


Rule  9.  Use  of  '*Loss  Leaders.'' 

The  practice  of  selling  any  product  of  the  industry  below  the  seller's 
cost  as  a  **loss  leader'*  to  induce  the  purchase  of  any  other  product 
of  the  industry,  the  sale  of  the  latter  being  used  to  recoup  the  loss 
sustained  on  the  'Moss  leader"  product  so  sold,  with  the  capacity  and 
tendency  or  effect  of  misleading  or  deceiving  purchasers,  prospective 
purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 

Rule  10.   Coercing  Purchase  of  One  Product  as  a  Prerequisite  to  the 
Purchase  of  Other  Products. 

The  practice  of  coercing  the  purchase  of  one  or  more  products  as  a 
prerequisite  to  the  purchase  of  one  or  more  other  products,  where  the 
effect  may  be  to  substantially  lessen  competition  or  tend  to  create  a 
monopoly  or  to  unreasonably  restrain  trade,  is  an  unfair  trade  practice. 

Rule  11.   Substitution  of  Products. 

The  practice  of  shipping  or  delivering  products  which  do  not  conform 
to  samples  submitted,  to  specifications  upon  which  the  sale  is  con- 
summated, or  to  representations  made  prior  to  securing  the  order,  with- 
out the  consent  of  the  purchasers  to  such  substitution,  or  with  the 
capacity  and  tendency  or  effect  of  misleading  or  deceiving  the  pur- 
chasing or  consuming  public,  is  an  unfair  trade  practice. 

Rule  12.    Combination  or  Coercion  to  Fix  Prices,  Suppress  Competi- 
tion, or  Restrain  Trade. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  or  any 
other  person : 

(a)  To  use,  directly  or  indirectly,  any  form  of  threat,  intimida- 
tion, or  coercion  against  any  member  of  the  industry  or  other  per- 
son to  unlawfully  fix,  maintain,  or  enhance  prices,  suppress  com- 
petition, or  restrain  trade;  or 

(6)  To  enter  into  or  take  part  in,  directly  or  indirectly,  any 
agreement,  understanding,  combination,  conspiracy,  or  concerted 
action  with  one  or  more  members  of  the  industry,  or  with  one  or 
more  other  persons,  to  unlawfully  fix,  maintain,  or  enhance  prices, 
suppress  competition,  or  restrain  trade. 

Rule  13.   Discrimination. 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.-- 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,  1  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
jr  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential  (whether  in  the  form  of  so-called 


>  Sm  footnoU,  p.  4«0. 
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free  goods  or  otherwise),  where  such  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,^ 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,^  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make.only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered ; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selling  goods,  wares,  or  merchandise  in  commerce^  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (h)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions, — It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,^  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc. It  is 

an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce^  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 

^  See  footnote,  p.  4«0. 


pensatioa  or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  to  discrim- 
inate in  favor  of  one  purchaser  against  another  purchaser  or 
purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  an  Illegal  Discrimination  in  Price. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,*  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  13. 

(/)  Purchases  by  Schools,  Colleges.  Universities,  Public^ Libraries, 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit.— The  foregoing  provisions  of  this  Rule  13  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  13  are  subject 
•to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

**Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit.'*  (52  Stat.  446;  United  States  Code,  1940  Edi- 
tion, Title  15,  Sec.  13c.) 

GROUP  II* 

Rule  A.  Ambiguity  in  Contracts  or  Orders, 
In  order  to  avoid  ambiguity  and  misunderstanding  between  buyers 

^  See  footnote,  p.  460. 

♦  See  pasre  VIII  for  headnote  applicable  to  Group  II  Rules. 
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and  sellers,  it  is  the  judgment  of  the  industry  that  contracts  or  orders 
for  wood  cased  lead  pencils  should  be  specific  as  to  the  description, 
quality,  and  price  of  the  pencils  to  be  furnished  thereunder. 
Rule  B.  Fictitious  Bids. 

The  industry  condemns  fake  or  fictitious  bids  made  for  the  purpose 
of  deceiving  competitors  and  securing  undue  advantage. 

Rule  C.  Recording  of  Trad^-marks,  Trade  Names,  Etc,  to  Avoid  Con- 
fusion. 

To  avoid  confusion  within  the  industry,  it  is  recommended  that  each 
member  thereof  voluntarily  file  with  some  person  designated  by  the 
industry  all  trade-marks,  trade  names,  labels,  or  brands  belonging  to 
and  used  by  such  member  and  that  such  information  be  made  equally 
available  to  all  membera  of  the  industry  and  to  the  public 


A  Committee  on  Trade  Practices  is  hereby  created  by  the  indus- 
try to  cooperate  with  the  Federal  Trade  Commission  and  to  perform 
such  acts  as  may  be  legal  and  proper  to  put  these  rules  into  eflfect. 

Promulgated  by  the  Federal  Trade  Commission  June  29,  1945. 
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STATEMENT  BY  THE  COMMISSION 

Trade  practice  rules  for  the  Button  Jobbing  Industry,  as  hereinafter 
set  forth,  are  promulgated  by  the  Federal  Trade  Commission  under  the 
trade  practice  conference  procedure. 

A  primary  purpose  of  the  rules  is  to  maintain  free  and  fair  competi- 
tion for  the  protection  of  the  buying  public  and  the  industry  through 
the  elimination  and  prevention  of  harmful  trade  practices.  To  this  end 
various  unfair  methods  of  competition,  unfair  or  deceptive  acts  or 
practices,  and  other  trade  evils  are  listed  and  proscribed.  Certain  addi- 
tional provisions  included  are  likewise  in  support  of  sound  business 
methods. 

The  rules  apply  to  the  business  of  selling  and  distributing  aU  kinds 
of  buttons  and  related  articles.  Such  products  are  jobbed  or  whole- 
saled by  members  of  the  industry  for  use  in  the  manufacturing  trades, 
and  for  distribution  or  resale  to  the  public  generaUy.  They  are  pur' 
!•  based  by  garment  manufacturers  and  others  for  use  on  the  many  dif- 
ferent products  requiring  buttons,  particularly  wearing  apparel  for 
men,  women,  and  children.  They  are  also  purchased  by  retailers  and 
other  reseUers  from  members  of  the  industry  for  sale  to  the  purchasing 
public.   Total  annual  sales  aggregate  $25,000,000  at  wholesale  prices. 

Proceedings  for  establishment  of  the  rules  were  instituted  upon  ap- 
plication of  industry  members.  A  general  trade  practice  conference  of 
the  industry  was  held  by  the  Commission  in  New  York  City,  and  at 
such  conference  suggested  rules  were  considered.  Subsequently,'  a  draft 
of  the  proposed  rules  in  appropriate  form  was  published  for  the  in- 
formation of  all  concerned  and  public  notice  was  issued  affording 
interested  or  affected  parties  opportunity  to  present  their  views,  in- 
eluding  such  pertinent  information,  suggestions,  or  objections  as  they 
desired  to  offer,  and  to  be  heard  in  the  premises.  Accordingly,  hearing 
was  held  in  Washington,  D.  C,  and  all  matters  presented,  or  otherwise 
received  in  the  proceeding,  were  duly  considered. 

Thereafter,  and  upon  full  consideration,  final  action  was  taken  by 
the  Commission  whereby  it  approved  and  received,  respectively,  the 
1  ollowing  trade  practice  rules  in  Group  I  and  Group  II : 


^m 


FEDERAL  TRADE  COMMISSION 


THE  RULES 


TRADE  PRACTICE  RULES 


447 


GROUP  I* 

Rule  1.  Misrepresentation  and  Deception, 

(a)  It  is  an  unfair  trade  practice  to  use,  or  cause  or  promote  the  use 
of,  any  trade  promotional  literature,  advertising  matter,  mark,  brand, 
label,  designation,  or  representation,  however  disseminated  or  pub- 
lished, which  has  the  capacity  and  tendency  or  effect  of  misleading  or 
ileeeiving  purchasers  or  prospective  purchasers  with  respect  to  the 
price,  grade,  quality,  quantity,  substance,  character,  nature,  size,  use, 
design,  preparation,  manufacture,  or  distribution  of  any  product  of 
tlie  industry,  or  in  any  other  material  respect. 

(h)  It  is  an  unfair  trade  practice  (1)  to  cause  any  buttons  or  other 
products  of  the  industry  of  foreign  origin  to  be  represented,  directly 
or  indirectly,  as  being  domestic  products  or  as  not  having  been  im- 
l>orted  from  or  manufactured  in  a  foreign  country;  or  (2)  to  conceal 
the  fact  that  such  products  are  of  foreign  origin  either  by  failing  to 
clearly  mark  the  country  of  origin  on  the  display  cards  or  containers, 
or  by  other  deceptiye  concealment. 

(KOTE.--Nothing  herein  shall  be  construed  as  relieving  anyone  of  such 
further  marking  as  may  be  required  by  applicable  laws  or  regulationa 
thereunder.) 

Rule  2.    Defamation   of    Competitors    or   Disparagement    of    Their 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of  the 
products  of  competitors  in  any  respect,  or  of  their  business  methods, 
seUing  prices,  values,  credit  terms,  policies,  or  services,  is  an  unfair 
trade  practice. 

Rule  3.  Enticing  Away  Employees  of  Competitors, 

Wilfully  enticing  away  the  employees  of  competitors,  with  the  pur- 
pose  and  effect  of  thereby  hampering  or  injuring  competitors  in  their 
business  and  destroying  or  substantially  lessening  competition,  is  an 
unfair  trade  practice. 

(NOTE.— Nothing  In  this  rule  shall  be  conatmed  as  prohibiting  employees 
or  agents  from  seeking  more  favorable  employment) 

Rule  4.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between   competitors   and   their  customers  or  their  suppliers 


•  Se«  pace  VIII  for  headnotc  applicable  to  Group  I  Rulaa. 


by  any  false  or  deceptive  means  whatsoever,  or  interfering  with  or 
obstructing  the  performance  of  any  such  contractual  duties  or  services 
by  any  such  means,  with  the  purpose  and  effect  of  unduly  hamperin- 
injuring,  or  prejudicing  competitors  in  their  business,  is  an  unfair 
trade  practice. 

Rule  5.  SeUing  Below  Cost, 

The  practice  of  selling  industry  products  below  the  seller  »s  cost 
when  pursued  with  wrongful  intent  of  thereby  injuring  a  competitor 
and  where  the  effect  of  such  practice  is  to  unreasonably  restrain  trade 
tend  to  create  a  monopoly,  or  substantially  lessen  competition    is  an 
unfair  trade  practice. 

This  rule  is  not  to  be  construed  as  prohibiting  all  sales  below  cost 
but  only  such  selling  below  the  seUer^s  cost  as  is  resorted  to  and 
pursued  as  a  monopolistic  practice  with  the  wrongful  intent  referred 
to  and  coupled  with  the  effect  of  unreasonably  restraining  trade,  tend- 
mg  to  create  a  monopoly,  or  substantially  lessening  competition. 

AU  elements  recognized  by  good  accounting  practice  as  proper  ele- 
ments of  such  cost  shall  be  included  in  determining  cost  under  this 
rule.  The  costs  referred  to  in  the  rule  are  actual  costs  of  the  respective 
seller  and  not  some  other  figure  or  average  costs  in  the  industry,  deter- 
mined by  an  industry  cost  survey  or  otherwise. 

Rule  6.  Procurement  of  Competitors'  Ccmfidential  Informatiou  by 
Unfair  Means  and  Wrongful  Use  Thereof, 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  ob- 
tain information  concerning  the  business  of  a  competitor  by  bribery  of 
an  employee  or  agent  of  such  competitor,  by  false  or  misleading  state- 
ments or  representations,  by  the  impersonation  of  one  in  authority 
or  by  any  other' unfair  means,  and  to  use  the  information  so  obtained 
in  such  manner  as  to  injure  said  competitor  in  his  business  or  to  sup- 
press competition  or  unreasonably  restrain  trade. 

Rule  7,  Commercial  Bribery. 

(a)  In  Selling  or  Marketing.~lt  is  an  unfair  trade  practice  for  a 
member  of  the  industry,  directly  or  indirectly,  to  give,  or  offer  to  give 
or  permit  or  cause  to  be  given,  money  or  anything  of  value  to  agents 
employees,  or  representatives  of  customers  or  prospective  customers  or 
to  agents,  employees,  or  representatives  of  competitors'  customers'  or 
prospective  customers,  without  the  knowledge  of  their  employers  or 
principals,  as  an  inducement  to  influence  their  employers  or  principals 
to  purchase  or  contract  to  purchase  products  manufactured  or  sold 
by  such  industry  member  or  the  maker  of  such  gift  or  offer,  or  to  influ- 
ence such  employers  or  principals  to  refrain  from  dealing  in  the  prod- 
ucts of  competitors  or  from  dealing  or  contracting  to  deal  with  com- 
petitors. 
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(b)  In  Purchasing  Supplies. — It  is  an  unfair  trade  practice  for  any 
member  of  the  industry,  directly  or  indirectly,  to  bribe  an  employee 
or  agent  of  a  supplier  to  induce  such  supplier  to  discriminate  in  favor 
of  such  member  of  the  industry  over  other  purchasers  from  such  sup- 
plier, with  the  effect  of  thereby  hampering  a  competitior  of  such  mem- 
ber in  his  business  and  destroying  or  substantially  lessening  competi- 
tion. (See  also  Rule  10,  paragraph  (e),  relative  to  procurement  of 
illegal  ducrimina4ion  in  price.) 

Rui/E  8.  False  Invoicing. 

Withholding  from  or  inserting  in  an  invoice  any  statements  or  in- 
formation by  reason  of  which  omission  or  insertion  a  false  record  is 
made,  wholly  or  in  part,  of  the  transaction  represented  on  the  face  of 
such  invoice,  with  the  effect  of  thereby  misleading  or  deceiving  pur- 
chasers or  prospective  purchasers,  is  an  unfair  trade  practice. 

RxTLE  9.  Consignment  Shipping. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to  use 
the  practice  of  shipping  goods  on  consignment  or  pretended  consign- 
ment for  the  purpose  and  with  the  effect  of  artificially  clogging  trade 
outlets  and  unduly  restricting  competitors'  use  of  said  trade  outlets  in 
getting  their  goods  to  consumers  through  regular  channels  of  distribu- 
tion, or  with  such  purpose  to  entirely  close  said  trade  outlets  to  such 
competitors  so  as  to  substantially  lessen  competition  or  tend  to  create 
a  monopoly  or  to  unreasonably  restrain  trade :  Provided,  however,  that 
nothing  herein  shall  be  construed  or  used  as  restricting  or  preventing 
consignment  shipping  or  marketing  of  commodities  in  good  faith  and 
without  artificial  interference  with  competitors'  use  of  the  usual  chan- 
nels of  distribution  in  such  manner  as  thereby  to  suppress  competition 
or  restrain  trade. 

Rule  10.  Discrimination, 

(a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
cotmts,  Credits,  Etc.,  M'hich  Effect  Unlawful  Price  Discrimination.— 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 
or  openly,  directly  or  indirectly,  any  rebate,  refund,  discount,  credit, 
or  other  form  of  price  differential  (whether  in  the  guise  of  samples 
or  otherwise),  where  such  rebate,  refund,  discount,  credit,  or  other 
form  of  price  differential,  effects  a  discrimination  in  price  between 
different  purchasers  of  goods  of  like  grade  and  quality,  where 
either  or  any  of  the  purchases  involved  therein  are  in  commerce,^ 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,^  or  to  injure, 
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destroy  or  prevent  competition  with  any  person  wlio  eitljer  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customers 
of  either  of  them :  Provided,  however— 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use.  consumption,  or  resale  within  any  place  under  the  juris- 
diction ot  the  United  States ; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  aUowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quan  ities  m  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

C3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged in  selbng  goods,  wares,  or  merchandise  in  commerce-  from 
selectmg  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
fZl  !^  t"ne  where  made  in  response  to  changing  conditions 

affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
miminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal goods,  distress  sales  under  court  process,  or  sales  in  good 
riT^  «  discontinuance  of  business  in  the  goods  concerned. 
(6)  Prohtbtted  Brokerage  and  Commissions.— li  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,'  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation   or 

Zn!n"T"*  "fwt"'*'^*  ^  "*"  *^'''°*'  ^^''''P*  fo^  ««^i«e«  rende'red 
IZZir  I  "■*  "^'  "'  """''^  °*  «"^'  ''"^.  O'  ""erchandise, 
£l.T  ^'       7  ''"^  *"  '""''  transaction  or  to  an  agent,  representa- 

ive  or  other  intermediary  therein  where  such  intermediary  i  acting 
in  fact  for  or  m  behalf,  or  is  subject  to  the  direct  or  indirect  control 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid.  "om  sucn 

.(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc -It  is 
an  unf«r  trade  practice  for  any  member  of  the  industry  engaged  i 
commerce-  to  pay  or  contract  for  the  payment  of  advertlsing^r  pr^ 
motiona^  allow«ices  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  m  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling 
^e,  or  offermg  for  sa^e  of  any  products  or  commodities  manufaetur^ 
M>ld.  or  offered  for  sale  by  such  member,  unless  such  payment  or  con- 
sideration IS  available  on  proportionally  equal  terms  toZZtZ  7Z 
tomers  competing  in  the  distribution  of  such  product,  or  eommoJit^. 

*See  footnote,  p.  460. 
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(d)  Prohibited  Discriminatory  Services  or  Facilities. — It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  to  discrim- 
inate in  favor  of  one  purchaser  against  another  purchaser  or 
purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnish  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  cm  Illegal  Discrimination  in  Price. — It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,^  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  10. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries, 
Churches,  Hospitals,  and  Charitable  InstitutioTis  Not  Operated  for 
Profit. — The  foregoing  provisions  of  this  Rule  10  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  10  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  approved  May  26,  1938, 
and  reads  as  follows : 

*'Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled,  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit."  (52  Stat.  446;  United  States  Code,  1940  Edi- 
tion, Title  15,  Sec.  13c.) 

RuiiE  11.   Imitation  of  Trade-mxirks,  Etc. 

The  practice  of  imitating  or  causing  to  be  imitated,  or  directly  or 
indirectly  promoting  or  aiding  the  imitation  of,  the  trade-marks,  trade 
names,  or  other  exclusively  owned  symbols  or  marks  of  identification 
of  competitors,  or  the  exclusively  owned  patterns  or  designs  of  com- 
petitors which  have  been  patented  and  have  not  been  directly  or  by 
operation  of  law  dedicated  to  the  public,  with  the  capacity  and  tend- 
ency or  effect  of  thereby  misleading  or  deceiving  purchasers,  prospec- 
tive purchasers,  or  the  consuming  public,  is  an  unfair  trade  practice. 


^  See  footnote,  p.  460. 
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Rule  12.  Combination  or  Coercion  to  Fix  Prices,  Suppress  Competition, 
or  Restrain  Trade. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  or  any 
other  person: 

(a)  To  use,  directly  or  indirectly,  any  form  of  threat,  intimi- 
dation, or  coercion  against  any  member  of  the  industry  or  other 
person  to  unlawfully  fix,  maintain,  or  enhance  prices,  suppress 
competition,' or  restrain  trade;  or 

(6)  To  enter  into  or  take  part  in,  directly  or  indirectly,  any 

^  agreement,  understanding,  combination,  conspiracy,  or  concerted 

action  with  one  or  more  members  of  the  industry,  or  with  one  or 

more  other  persons,  to  unlawfully  fix,  maintain,  or  enhance  prices, 

suppress  competition,  or  restrain  trade. 


GROUP  n* 

Rule  A.  Oiving  of  Samples. 

The  industry  disapproves  the  giving  of  samples  without  charge  ex- 
cept only  as  may  be  necessary  to  acquaint  purchasers  or  prospective 
purchasers  with  the  grade  or  quality  of  the  product  offered  for  sale, 
and  where  the  giving  of  such  samples  by  any  member  of  the  industry 
IS  not  practiced  or  accomplished  in  such  way  or  to  such  extent  as  to 
effectuate  an  illegal  discrimination  in  price  contrary  to  the  provisions 
of  Rule  10. 

Rule  B.  Arbitration, 

The  industry  approves  the  practice  of  handling  business  disputes 
between  members  of  the  industry  and  their  customers  in  a  fair  and 
reasonable  manner,  coupled  with  a  spirit  of  moderation  and  good  will, 
and  every  effort  should  be  made  by  the  disputants  themselves  to  com- 
pose their  differences.  If  unable  to  do  so  they  should,  if  possible,  sub- 
mit these  disputes  to  arbitration. 

Rule  C.  Repudiation  of  Contracts. 

Lawful  contracts  are  business  obligations  which  should  be  performed 
in  letter  and  in  spirit.  The  cancellation  or  repudiation  of  contracts 
by  sellers  on  a  rising  market  or  by  buyers  on  a  declining  market  Ls  con- 
demned by  the  industry. 

Promulgated  by  the  Federal  Trade  Commission  June  30,  1945. 


•  See  page  VIII  for  headnote  applicable  to  Group  II  Rules. 
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TRADE  PRACTICE  RULES 
FOR  THE 

LOW  PRESSURE  REFRIGERANTS  INDUSTRY 
■.,,    ,,;,:  PROMULGATED  JUNE  30.  1945 


STATEMENT  BY  THE  GOJVIMISSION 

Trade  practice  rules  for  the  Low  Pressure  Refrigerants  Industry,  as 
hereinafter  set  forth,  are  promulgated  by  the  Federal  Trade  Commis- 
sion  under  the  trade  practice  conference  procedure. 

Low  pressure  refrigerants  are  those  having  a  vapor  pressure  of  not 
more  than  100  pounds  per  square  inch,  absolute,  at  a  temperature  of 
70  degrees  Fahrenheit.  Included  therein  are  sulphur  dioxide,  methyl 
chloride,  various  Freons,  and  other  actual  or  potential  refrigerants. 

The  products  are  produced  by  manufacturers  in  the  industry  in  the 
form  of  compressed  liquified  gases  or  as  liquids.  They  form  the  cooling 
agent  in  mechanical  refrigerators  used  in  the  home,  in  meat  shops  and 
stores,  and  in  quick-freezing  units.  The  products  are  also  used  ex- 
tensively as  the  cooling  agent  in  equipment  for  the  preservation  of 
rood  aboard  ship,  and  in  refrigerator  cars  and  vessels  for  the  trans- 
portation  of  perishable  commodities.  Such  refrigerants  are  also  essen- 
tial  to  most  forms  of  comfort  cooling  or  air-conditioning  in  homes 
office  buildings,  business  establishments,  hospital^-particularly  oper^ 
ating  rooms—in  trains,  places  of  entertainment  or  public  gatherings 
and  in  other  places.  ' 

The  refrigerants  are  stored,  sold,  and  distributed  in  large  metal 
drums  and  in  pressure  cylinders  of  different  sizes  ranging  from  3 
pounds  to  several  hundred  pounds  capacity.  Manufacturing  members 
of  the  industry  sell  and  distribute  the  refrigerants  in  such  containers 
to  wholesale  and  retail  dealers,  refrigeration  supply  jobbers,  refrigera- 
tion  machine  manufacturers,  service  organizations  whose  members  re- 
pair  refrigeration  machinery,  and  to  owners  of  such  machinery.  Sales 
are  also  made  by  the  jobbers,  wholesalers,  retailers,  and  repairmen  to 
consumers  and  other  purchasers,  either  in  the  original  containers  or  in 
smaller  ones  to  which  the  product  has  been  transferred.  Total  sales  to 
the  purchasing  public  of  low  pressure  refrigerants  of  all  kinds  are  at 
present  in  the  neighborhood  of  $25,000,000  per  annum. 

The  rules  are  issued  in  the  interest  of  maintaining  free  and  fair  com- 
petition in  the  marketing  of  the  refrigerants  throughout  the  various 
channels  of  trade  and  to  the  purchasing  public.  To  this  end  various 
deceptive  and  disiTiniinatory  practices  and  other  trade  evils  are  listed 
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and  proscribed.  Their  elimination  and  prevention  is  required  for  pro- 
tection of  business  and  the  buying  public. 

Proceedings  for  establishment  of  the  rules  were  instituted  upon 
application  from  members  of  the  industry'.  A  general  trade  practice 
conference  for  the  industry  was  held  by  the  Commission  in  New  York 
City  at  which  suggested  rules  were  considered.  Thereafter  draft  of  the 
proposed  rules  in  appropriate  form  was  published  by  the  Commission 
and  made  available  to  all  interested  or  affected  parties  upon  public 
notice  whereby  they  were  afforded  opportunity  to  present  their  views, 
including  such  pertinent  information,  suggestions,  or  objections  as  they 
desired  to  offer,  and  to  be  heard  in  the  premises.  Pursuant  to  the 
notice,  such  hearing  was  held  in  Washington,  D.  C,  and  all  matters 
presented  or  otherwise  received  were  duly  considered. 

Thereupon,  and  after  full  consideration  of  the  entire  matter,  fina/ 
action  was  taken  by  the  Federal  Trade  Commission  whereby  it  ap- 
proved and  received,  respectively,  the  trade  practice  rules  appearing 
in  Group  I  and  Group  II,  as  follows : 


THE  RULES 
GROUP  I* 

Rni4E  1.  Misrepresentation  in  Diverse  Forms. 

It  is  an  unfair  trade  practice  to  use,  or  cause  or  promote  the  use  of, 
any  trade  promotional  literature,  advertising  matter,  guarantee,  war- 
ranty,  mark,  brand,  label,  designation,  or  representation,  however  dis- 
seminated or  published, 

(1)  which  has  the  capacity  and  tendency  or  effect  of  mislead- 
ing or  deceiving  the  purchasing  or  consuming  public  with  respect 
to  the  grade,  quality,  quantity,  origin,  efficacy,  price,  ingredients, 
safety,  preparation,  manufacture,  or  distribution  of  any  industry 
product;  or 

(2)  which  is  false,  misleading,  or  deceptive  in  any  other  ma- 
terial respect. 

Rule  2.  Deception  in  Respect  to  '* Heels.'' 

It  is  an  unfair  trade  practice  to  represent  to  purchasers  or  prospectivo 
purchasers  that  refunds  will  be  credited  or  paid  for  ''heels**  when 
such  refunds  are  not  actually  made,  or  when  such  ''heels'*  do  not 
actually  exist,  or  when  such  representation  is  otherwise  false,  mislead- 
ing, or  deceptive. 

(For  inhibited  discriminations  in  respect  of  "heels,**  see  Rule 
U.) 


•  Se«  paff«  VIII  for  headnot*  applicable  to  Group  I  Rules. 
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(The  term  "heels''  as  used  in  these  rules  refers  to  the  small  re- 
sidual  portion  of  refrigerant  remaining  in  the  cylinder  or  container 
and  returned  therein  }^y  the  purchaser  to  the  manufacturer,  such 
residual  portion,  however,  not  being  regarded  as  ''heels"  if  it 
exceeds  10%  of  the  full  capacity  of  the  respective  container.) 

RuiiE  3.  Deception  in  Respect  of  Refrigerant  Containers. 

It  is  an  unfair  trade  practice  to  cause  any  refrigerant  shipped  or 
delivered  in  a  cylinder  or  container  not  complying  fully  with  appropri- 
ate regulations  of  the  Interstate  Commerce  Commission  to  be  repre- 
sented or  passed  off,  directly  or  indirectly,  as  and  for  a  refrigerant 
shipped  or  deHvered  in  cylinders  or  containers  which  do  compiv  with 
such  regulations. 

(NOTE.— Nothing  In  this  rule  shall  be  construed  as  relieving  any  mem- 
ber of  the  Industry  or  other  party  of  the  necessity  of  complying  with  all 
of  the  rules  and  regulaUons  of  the  Interstate  Commerce  Commission 
relative  to  the  shipment  or  delivery  in  commerce  in  cylinders  or  con- 
tainers of  the  various  compressed  refrigerants  used,  including  require- 
ments as  to  packing,  testing,  re-testing,  marking,  qualification,  and  main 
tenance  of  cylinders,  etc.;  and  no  misrepresentation  or  deception,  direct 
or  indirect,  shall  be  practiced  in  the  sale  or  distribution  of  industry 
products  respecting  any  such  matters.) 

Rule  4.  Deceptive  Use  of  Refrigerant  Containers, 

The  use  by  any  member  of  the  industry  of  the  refrigerant  cylinder 
or  container  of  a  competitor  with  the  capacity  and  tendency  or  effect 
of  thereby  misleading  or  deceiving  purchasers  or  prospective  purchas- 
ers, or  the  unauthorized  use  of  a  competitor's  container  with  the  effect 
of  prejudicing  such  competitor  in  his  business,  is  an  unfair  trade 
practice. 

(NOTEL—Owing  to  the  responsibility  of  the  owners  of  containers  involv- 
ing compliance  with  Interstate  Commerce  Commission  Specifications  or 
requiring  periodic  testing  of  such  containers,  the  Industry  recommends 
that  containers  which  bear  a  competitor's  identification  marks  should  not 
be  used  without  owner's  permission  evidenced  by  bill  of  sale  lea«e  or 
other  Instrument  In  writing,  or  duly  recorded  transfer  of  ownei-ship  nn 
the  records  of  I.  C.  C.) 

Rule  5.    Defamation    of    Competitors    or    Disparagement    of    Thmr 
Products. 

The  defamation  of  competitors  by  falsely  imputing  to  them  dishonor- 
able  conduct,  inability  to  perform  contracts,  questionable  credit  stand- 
ing, or  by  other  false  representations,  or  the  false  disparagement  of 
the  grade,  quality,  quantity,  origin,  efficacy,  price,  ingredients,  safety 
preparation,  manufacture,  or  distribution  of  the  products  of  com- 
petitors, or  of  their  business  methods,  selling  prices,  values,  credit 
terms,  policies,  or  services,  is  an  unfair  trade  practice. 
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Rule  6.   Imitation  of  Trade-marks,  Trade  Names,  Etc. 

The  practice  of  imitating  or  causing  to  be  imitated,  or  directly  or 
indirectly  promoting  the  imitation  of,  the  trade-marks,  trade  names, 
or  other  exclusively  owned  symbols  or  marks  of  identification  of  com- 
petitors, having  the  capacity  and  tendency  or  effect  of  misleading  or 
deceiving  purchasers  or  prospective  purchasers,  is  an  unfair  trade 
practice. 

Rule  7.   Commercial  Bribery, 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry,  directly 
or  indirectly,  to  give,  or  offer  to  give,  or  permit  or  cause  to  be  given, 
money  or  anything  of  value  to  agents,  employees,  or  representatives  of 
customers  or  prospective  customers,  or  to  agents,  employees,  or  repre- 
sentatives of  competitors'  customers  or  prospective  customers,  without 
the  knowledge  of  their  employers  or  principals,  as  an  inducement  to 
influence  their  employers  or  principals  to  purchase  or  contract  to  pur- 
chase products  manufactured  or  sold  by  such  industry  member  or  the 
maker  of  such  gift  or  offer,  or  to  influence  such  employers  or  principals 
to  refrain  from  dealing  in  the  products  of  competitors  or  from  dealing 
or  contracting  to  deal  with  competitors. 

Rule  8.  Inducing  Breach  of  Contract. 

Inducing  or  attempting  to  induce  the  breach  of  existing  lawful  con- 
tracts between  competitors  and  their  customers  or  their  suppliers  by 
any  false  or  deceptive  means  whatsoever,  or  interfering  with  or  obstruct- 
ing the  performance  of  any  such  contractual  duties  or  services  by  any 
such  means,  with  the  purpose  and  effect  of  unduly  hampering,  injuring, 
or  prejudicing  competitors  in  their  business,  is  an  unfair  trade  practice! 

Rule  9.   False  Invoicing. 

It  is  an  unfair  trade  practice  to  withhold  from  or  insert  in  invoices 
any  statements  or  information  by  reason  of  which  omission  or  inser- 
tion a  false  record  is  made,  wholly  or  in  part,  of  the  transactions  repre- 
sented on  the  face  of  such  invoices,  with  the  effect  of  thereby  mislead- 
ing or  deceiving  purchasers  or  prospective  purchasers. 

Rule  10.    Procurement  of  Competitors'  Confidential  Information  &»y 
Unfair  Means  and  Wrongful  Use  Thereof. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
obtain  information  concerning  the  business  of  a  competitor  by  bribery 
of  an  employee  or  agent  of  such  competitor,  by  false  or  misleading 
statements  or  representations,  by  the  impersonation  of  one  in  authority^ 
or  by  any  other  unfair  means,  and  to  use  the  information  so  obtained 
in  such  manner  as  to  injure  said  competitor  in  his  business  or  to  sup- 
press competition  or  unreasonably  restrain  trade. 
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Rule  11.   Consignment  Distribution. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  to 
employ  the  practice  of  shipping  industry  products  on  consignment  or 
pretended  consignment  for  the  purpose  and  with  the  effect  of  arti- 
ficially  clogging  or  closing  trade  outlets  and  unduly  restricting  com- 
petitors' use  of  said  trade  outlets  in  getting  their  products  to  consumers 
through  regular  channels  of  distribution,  thereby  injuring,  destroying, 
or  preventing  competition  or  tending  to  create  a  monopoly  or  to  un- 
reasonably  restrain  trade.  Nothing  in  this  rule  shall  be  construed  as 
restricting  or  preventing  consignment  shipping  or  marketing  of  indus- 
try  products  in  good  faith  where  suppression  of  competition,  restraint 
of  trade,  or  undue  interference  with  competitors*  use  of  the  usual  chan- 
nels  of  distribution,  is  not  effected. 
Rule  12.  Selling  Below  Cost. 

The  practice  of  selling  industrj^  products  below  the  seller's  cost  with 
the  intent  and  with  the  effect  of  injuring  a  competitor  and  where  the 
effect  may  be  substantially  to  lessen  competition  or  tend  to  create  a 
monopoly  or  unreasonably  restrain  trade  is  an  unfair  trade  practice 
All  elements  recognized  by  good  accounting  practice  as  proper  ele- 
ments  of  such  cost  shall  be  included  iil  determining  cost  under  this 
rule.   The  costs,  however,  which  are  referred  to  in  the  rule,  are  actual 
costs  of  the  respective  seller  and  not  some  other  figure  or  average  costs 
m  the  industry  determined  by  an  industrj^  cost  survey  or  otherwise. 
Rltle  13.    Combination  or  Coercion  io  Fix  Prices,  Suppre.'is  Competi- 
tion, or  Restrain  Trade. 

It  is  an  unfair  trade  practice  for  a  member  of  the  industry  or  any 
person,  firm,  partnership,  corporation,  or  association, 

(a)  to  use,  directly  or  indirectly,  any  foi-m  of  threat,  intimida- 
tion, or  coercion  against  any  member  of  the  industry-  to  unlawfully 
fix,  maintain,  or  enhance  prices,  suppress  competition,  or  restrain 
trade ;  or 

(ft)  to  enter  into  or  take  part  in,  directly  or  indirectlv,  any 
agreement,  understanding,  combination,  conspiracy,  or  concert  of 
action  with  one  or  more  members  of  the  industry,'  or  with  one  or 
more  persons,  firms,  partnerships,  corporations,  or  as.«=ociations,  to 
unlawfully  fix,  maintain,  or  enhance  prices,  suppress  competition 
or  restrain  trade. 

Rule  14.  Discrimination. 

{a)  Prohibited  Discriminatory  Prices,  or  Rebates,  Refunds,  Dis- 
counts, Credits,  Etc.,  Which  Effect  Unlawful  Price  Discrimination.^ 
It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
m  commerce,^  in  the  course  of  such  commerce,  to  grant  or  allow,  secretly 

*  See  footnote,  p.  4S0. 


TRADE  PRACTICE  RULES 


457 


or  openly,  directly  or  indirectly,  any  rebate,  so-called  "heel"  refund, 
or  other  refund,  discount,  credit,  or  other  form  of  price  differential, 
where  such  rebate,  so-called  '^heel"  refund,  or  other  refund,  discount, 
credit,  or  other  form  of  price  differential,  effects  a  discrimination  in 
price  between  different  purchasers  of  goods  of  like  grade  and  quality, 
where  either  or  any  of  the  purchases  involved  therein  are  in  commerce,* 
and  where  the  effect  thereof  may  be  substantially  to  lessen  competition 
or  tend  to  create  a  monopoly  in  any  line  of  commerce,*  or  to  injure, 
destroy,  or  prevent  competition  with  any  person  who  either  grants  or 
knowingly  receives  the  benefit  of  such  discrimination,  or  with  customei-s 
of  either  of  them :  Provided,  however — 

(1)  That  the  goods  involved  in  any  such  transaction  are  sold 
for  use,  consumption,  or  resale  within  any  place  under  the  juris- 
diction of  the  United  States; 

(2)  That  nothing  herein  contained  shall  prevent  differentials 
which  make  only  due  allowance  for  differences  in  the  cost  of  manu- 
facture, sale,  or  delivery  resulting  from  the  differing  methods  or 
quantities  in  which  such  commodities  are  to  such  purchasers  sold 
or  delivered; 

(3)  That  nothing  herein  contained  shall  prevent  persons  en- 
gaged  in  selling  goods,  wares,  or  merchandise  in  commerce*  from 
selecting  their  own  customers  in  bona  fide  transactions  and  not  in 
restraint  of  trade; 

(4)  That  nothing  herein  contained  shall  prevent  price  changes 
from  time  to  time  where  made  in  response  to  changing  conditions 
affecting  either  (a)  the  market  for  the  goods  concerned,  or  (6)  the 
marketability  of  the  goods,  such  as,  but  not  limited  to,  actual  or 
imminent  deterioration  of  perishable  goods,  obsolescence  of  sea- 
sonal  goods,  distress  sales  under  court  process,  or  sales  in  good 
faith  in  discontinuance  of  business  in  the  goods  concerned. 

(b)  Prohibited  Brokerage  and  Commissions.— It  is  an  unfair  trade 
practice  for  any  member  of  the  industry  engaged  in  commerce,*  in  the 
course  of  such  commerce,  to  pay  or  grant,  or  to  receive  or  accept,  any- 
thing of  value  as  a  commission,  brokerage,  or  other  compensation,  or 
any  allowance  or  discount  in  lieu  thereof,  except  for  services  rendered 
in  connection  with  the  sale  or  purchase  of  goods,  wares,  or  merchandise, 
either  to  the  other  party  to  such  transaction  or  to  an  agent,  representa- 
tive, or  other  intermediary  therein  where  such  intermediary  is  acting 
in  fact  for  or  in  behalf,  or  is  subject  to  the  direct  or  indirect  control, 
of  any  party  to  such  transaction  other  than  the  person  by  whom  such 
compensation  is  so  granted  or  paid. 

(c)  Prohibited  Advertising  or  Promotional  Allowances,  Etc.~lt  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 

»  Sw  footnoU,  p.  460. 
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eommercei  to  pay  or  contract  for  the  payment  of  advertising  or  pro- 
motional allowances  or  any  other  thing  of  value  to  or  for  the  benefit 
of  a  customer  of  such  member  in  the  course  of  such  commerce  as  com- 
pensation or  in  consideration  for  any  services  or  facilities  furnished  by 
or  through  such  customer  in  connection  with  the  processing,  handling, 
sale,  or  offering  for  sale  of  any  products  or  commodities  manufactured, 
sold,  or  offered  for  sale  by  such  member,  unless  such  pa>Tnent  or  con' 
sideration  is  available  on  proportionally  equal  terms  to  all  other  cus- 
tomers  competing  in  the  distribution  of  such  products  or  commodities. 

(d)  Prohibited  Discriminatory  Services  or  Facilities.— It  is  an  un- 
fair trade  practice  for  any  member  of  the  industry  to  discrim- 
mate  m  favor  of  one  purchaser  against  another  purchaser  or 
purchasers  of  a  commodity  bought  for  resale,  with  or  without 
processing,  by  contracting  to  furnishing  or  furnishing,  or  by  contribut- 
ing to  the  furnishing  of,  any  services  or  facilities  connected  with  the 
processing,  handling,  sale,  or  offering  for  sale  of  such  commodity  so 
purchased  upon  terms  not  accorded  to  all  purchasers  on  proportionally 
equal  terms. 

(e)  Inducing  or  Receiving  an  lUegal  Discrimination  in  Price.—It  is 
an  unfair  trade  practice  for  any  member  of  the  industry  engaged  in 
commerce,!  in  the  course  of  such  commerce,  knowingly  to  induce  or 
receive  a  discrimination  in  price  which  is  prohibited  by  the  foregoing 
provisions  of  this  Rule  14. 

(/)  Purchases  by  Schools,  Colleges,  Universities,  Public  Libraries 
Churches,  Hospitals,  and  Charitable  Institutions  Not  Operated  for 
Profit.—The  foregoing  provisions  of  this  Rule  14  relate  to  practices 
within  the  purview  of  the  Robinson-Patman  Antidiscrimination  Act, 
which  Act  and  the  application  thereunder  of  this  Rule  14  are  subject 
to  the  limitations  expressed  in  the  amendment  to  such  Robinson-Patman 
Antidiscrimination  Act,  which  amendment  was  api)roved  May  26,  1938, 
and  reads  as  follows  : 

*'Be  it  enacted  by  the  Senate  and  House  of  Representatives  of 
the  United  States  of  America  in  Congress  assembled.  That  nothing 
in  the  Act  approved  June  19,  1936  (Public,  Numbered  692, 
Seventy-fourth  Congress,  second  session),  known  as  the  Robinson- 
Patman  Antidiscrimination  Act,  shall  apply  to  purchases  of  their 
supplies  for  their  own  use  by  schools,  colleges,  universities,  public 
libraries,  churches,  hospitals,  and  charitable  institutions  not 
operated  for  profit/'  (52  Stat.  446;  United  States  Code,  1940  Edi- 
tion, Title  15,  Sec.  13c.) 


*■  See  footnote,  p.  460. 
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Rule  15.  Discrimination  as  to  Return  of  Cylinders  or  Containers,  and 
Discrimination  in  Refunding  of  Deposits  on  Cylinders  or  Con- 
taiiners. 

It  is  an  unfair  trade  practice  for  any  member  of  the  industry  engaged 
in  commerce^  to  discriminate  in  favor  of  one  customer-purchaser  against 
another  customer-purchaser  of  industry  products,  bought  from  such 
member  of  the  industry  for  resale,  by  contracting  to  furnish  or  fur- 
nishing in  connection  therewith : 

(a)  the  service  or  facility  whereby  such  favored  purchaser  is 
accorded  the  right  or  privilege  of  retaining  refrigerant  cylinders 
or  containers  on  more  favorable  conditions,  including  longer  periods 
of  time,  than  those  accorded  other  customer-purchasers  and  upon 
terms  not  accorded  to  all  customer-purchasers  on  proportionally 
equal  terms ;  or 

(h)  the  service  or  facility  whereby  such  favored  purchaser  is 
accorded  the  right  or  privilege  of  receiving  the  return  of  deposits 
or  allowances  upon  terms  not  accorded  to  all  customer-purchasers 
on  proportionally  equal  terms. 


GROUP  n* 

Rule  A.  Return  of  Cylinders. 

(a)  Recognizing  that  the  rate  of  cylinder  return  affects  the  cost  of 
marketing  refrigerants,  and  desiring  to  give  the  best  possible  service 
at  the  lowest  possible  cost  to  the  purchaser,  the  industry  seeks  to  en- 
courage prompt  return  of  empty  cylinders. 

(6)  Cylinders  that  do x not  circulate  freely  and  are  thus  used  for 
storage  by  purchasers  of  the  refrigerant  greatly  increase  the  cost  and 
diflSculty  of  doing  business.  The  industry  recommends  that  such  cyl- 
inders, if  not  returned  after  a  reasonable  period  of  time,  may  properly 
be  considered  the  property  of  the  purchasers  of  the  refrigerant  and 
believes  a  delay  of  more  than  two  years  in  making  such  return  an 
unreasonable  length  of  time  for  this  purpose.    • 

Rule  B.  Return  of  Merchandise.     '  * 

The  practice,  by  members  of  the  industry,  of  selling  merchandise  and 
later  permitting  the  purchaser  to  return  it  for  credit  or  refund  of 
purchase  price,  without  just  cause,  creates  waste  and  loss,  increases 
tlie  cost  of  doing  business  to  the  detriment  of  both  the  industry  and 
the  public,  and  is  condemned  by  the  industry,  subject,  however,  to  the 
requirements  and  limitations  set  forth  in  the  provisions  of  Rules  14 
and  15  of  Group  I,  herein,  and  subject  also  to  the  general  limitation 

*  See  pare  VlII  for  headnote  applicable  to  Group  XT  Rule*. 

*  See  footnote,  p.  460. 
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that  members  of  the  industry  shall  not  engage  in  any  combination  or 
onspiracy  m  restraint  of  trade,  or  use  any  other  illegd  method.  i^Z 
regulation,  control,  or  preyention  of  the  return  of  merchandise. 

Rum  C.  Differentiating  Between  Wholesale  and  BetaU  Transaction* 
Where  products  of  the  industry  are  sold  at  wholesale  and  retau'in 

l^T        ^7**'*  *"■  '•**°*^^  ^^^  ^^o  '^res  of  transactions,  wher^ 

of  the  transaction  in  the  minds  of  purchasers  or  prospective  purcha^ 
IS  condemned  by  the  industry.  purcnasers, 

Bole  D.  Dissemination  of  Credit  Information. 

of  "tt  l^i^lllT  w'*"  "^""""^  "*  ""*  distribution  among  member. 
Ill  \  F       "^o^'fon  covering  delinquent  and  slow  credit 

accounts  insofar  as  such  may  be  lawfuUy  done. 

Promulgated  by  the  Federal  Trade  Commission  June  30,  1945. 


FOOTNOTK  IN  CEBTAIN  RULK  CONCERNING  THE  WORD  •COMHERCE" 

SUt«  .nd  .„,  SUUlVriJ^  o^l  Colombl.  or  .n.  Territory  of  th.  U»lt«l 

■Ion  or  place  mnd  any  Stat,  or  T.r><>._    7.v- ..  .    vt^'        '*''"'"  ""y  luch  pou«. 

Po-e-ion  or  other  piace^liTrt.  ^JL    7*^:  VnZ  l"^",  ".*?  '"""" 
•wr.  of  the  PhlUppine  lalaadi).        •'°™"'*"""  •'  '"  United  State,    (ewtaalye.  how 
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APPENDIX 


TRADE  PRACTICE  CONFERENCE  PROCEDURE 

ri«print  of  Rok  XXVII,  rulbs,  poucy,  and  acts  of  the  Federal  Trade  Commission.  Dated 

Jnlj  1,  194<] 


(a)  Purpose, — The  ti-ade  practice  conference  procedure 
has  for  its  purpose  the  establishment,  by  the  Commission, 
of  trade  practice  rules  in  the  interest  of  industry  and  the 
purchasing  public.  This  procedure  aifords  opportunity 
for  voluntary  participation  by  industry  groups  or  other 
interested  parties  in  the  formulation  of  rules  to  provide 
for  elimination  or  prevention  of  unfair  methods  of  com- 
petition, unfair  or  deceptive  acts  or  practices  and  other 
illegal  trade  practices.  They  may  also  include  provisions 
to  foster  and  promote  fair  competitive  conditions  and  to 
establish  standards  of  ethical  business  practices  in  har- 
mony with  public  policy.  No  provision  or  rule,  however, 
may  be  approved  by  the  Commission  which  sanctions  a 
practice  contrary  to  law  or  which  may  aid  or  abet  a 
practice  contrary  to  law. 

(&)  When  authorized. — ^Trade  practice  conference  pro- 
ceedings may  be  authorized  by  the  Commission  upon  its 
own  motion  or  upon  application  therefor  whenever  such 
proceedings  appear  to  the  Commission  to  be  in  the4nter- 
est  of  the  public.  In  authorizing  proceedings,  the  Com- 
mission may  consider  whether  such  proceedings  appear 
to  have  possibilities  (1)  of  constructively  advancing  the 
best  interests  of  industry  on  sound  competitive  principles 
in  consonance  with  public  policy,  or  (2)  of  bringing  about 
more  adequate  or  equitable  observance  of  laws  under 
which  the  Commission  has  jurisdiction,  or  (3)  of  other- 
wise protecting  or  advancing  the  public  interest. 

(c)  Application, — Application  for  a  trade  practice  con- 
ference may  be  filed  with  the  Commission  by  any  inter- 
ested person,  party  or  group.  Such  application  shall  be  in 
writing  and  be  signed  by  the  applicant  or  the  duly  author- 
ized representative  of  the  applicant  or  group  desiring  such 
conference.  The  following  information,  to  the  extent  known 
to  the  applicant,  shall  be  furnished  with  such  applica- 
tion or  in  a  supplement  thereto : 

(1)  A  brief  description  of  the  industry,  trade,  or 
subject  to  be  treated. 


To  establish 
mlea  in  the 
interest  of 
industry  and 
the  public. 


Voluntary  par- 
tieipation  to 
tiiminate  illegal 
trade  practices 
or  promote 
fair  competitive 
eonditions  and 
■thical  standards. 


But  no  rule. 
etc..  which 
sanctions  or 
aids,  etc.. 
praeties 
contrary  to  law 
to  be  approved. 


Upon  C!ommi8- 
sion's  own  mo- 
tioBor 
application 
when  in  public 


Considerations 
determining. 


May  be  filed  by 
any  interested 
party  in 
writing. 


Information 
required. 
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PerminlUe 
npon  veqiMit. 


Submittal 
of  data,  etc 


Public  notice. 


In  ehanreof 
member  of 
Commission 
or  Its  staff. 


Transcript  of 
proceedinca. 
etc.,  to  be 
submitted  to 
Commlasioa. 


All  interested 
persons.  In- 
cluding: eon- 
Bumers.  to  be 
heard. 


Approved  rules 
to  be  pub- 
lished in 
Federal 
Register. 


(2)  The  kind  and  character  of  the  products  in- 
volved. 

(3)  The  size  or  extent  and  the  divisions  of  the 
uidustry  or  trade  groups  concerned. 

(4)  The  estimated  total  annual  volume  of  i)iodiic- 
tion  or  sales  of  the  commodities  involved. 

(5)  List  of  membership  of  the  industry  or  tradi. 
groups  concerned  in  the  matter. 

(6)  A  brief  statement  of  the  acts,  practices,  meth- 
ods of  competition  or  other  trade  practices  desired 
to  be  considered,  or  drafts  of  suggested  trade  practice 
rules. 

(d)  Informal  Discus^ons  with  Members  of  the  Cfm- 
rrnsswn  s  Staff.^Any  interested  person  or  group  may,  up. 
on  request,  be  granted  opportunity  to  confer  in  respect 
to  any  proposed  trade  practice  conference  with  the  Com. 
mission  8  Trade  Practice  Conference  Division,  either  prior 
or  subsequent  to  the  filing  of  any  such  application.  They 
may  also  submit  any  pertinent  data  or  information  which 
they  desire  to  have  considered.  Such  submission  shall  be 
made  during  such  period  of  time  as  the  Commission  or  its 
duly  authorized  official  may  designate 

(e)  Industry  Confer ences.^B^asonahle  public  notice  of 
the  time  and  place  of  any  such  authorized  conference  shall 
be  issued  by  the  Commission.  A  member  of  the  Commis- 
sion  or  of  Its  staff  shall  have  charge  of  the  conference  and 
shaU  conduct  the  conference  pursuant  to  direction  of  tlic 
Commission  and  in  such  manner  as  wiU  facilitate  the  pro- 
ceeding and  afford  appropriate  consideration  of  mattei-s 
properly  coming  before  the  conference.    A  transcript  of 
the  conference  proceedings  shall  be  made,  which,  together 
with  all  rules,  resolutions,  modifications,  amendments  or 
other  matters  offered,  shall  be  filed  in  the  office  of  the 
Commi^ion  and  submitted  for  its  consideration. 

(/)  Public  Hearing  on  Proposed  Rules.— Before  final 
approval  by  the  Commission  of  rules  for  an  industry,  and 
upon  such  reasonable  public  notice  as  to  the  Commission 
seems  appropriate,  further  opportunity  shall  be  afforded 
by  the  Commission  to  all  interested  persons,  corporations 
or  other  organizations,  including  consumers,  to  submit  in 
wnting  relevant  suggestions  or  objections  and  to  appear 
and  be  heard  at  a  designated  time  and  place 

(g)  Promulgation  of  Rules.— Vnien  trade  practice  rules 
shall  have  been  finally  approved  and  received  bv  the  Com- 
mission,  they  shall  be  promulgated  by  official  onler  of  the 
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Coiumissioii  and  published,  pursuant  to  law,  in  the  Fed- 
eral Register.  Said  rules  shall  become  operative  tliirty 
(30)  days  fi-om  date  of  promulgation  or  at  such  other 
time  as  may  be  specified  by  the  Commission.  Copies  of  the  cop 
final  rules  shall  be  made  available  at  the  office  of  the 
Commission.  Under  the  procedure  of  the  Commission  a 
copy  of  the  trade  practice  rules  as  promulgated  by  the 
rommission  is  sent  to  each  member  of  the  industry  whose 
name  and  address  is  available,  together  with  an  accept- 
ance form  providing  opportunity  to  such  member  to  sig- 
nify his  intention  to  observe  the  rules  in  the  conduct  of 
liis  business. 

(fi )  Violatiom.— Complaints  as  to  the  use,  by  any  per- 
son, corporation  or  other  organization,  of  any  act,  practice 
or  method  inhibited  by  the  rules  may  be  made  to  the 
Commission  by  any  person  having  information  thereof. 
Such  complaints,  if  warranted  by  the  facts  and  the  law, 
will  receive  the  attention  of  the  Commission  in  accordance 
with  the  law.  In  addition,  the  Commission  may  act  upon 
its  own  motion  in  proceeding  againsf  the  use  of  any  act, 
practice  or  method  contrary  to  law. 
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Effective  date. 
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Considered 
upon  complaint 
or  Com- 
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motion. 
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Aequlrlng  confidential  information  unfairly.  See  Competitors'  confidential     '**'" 

information,  procurement  of  by  unfair  means. 
Adjectives  "AH."  "loo%."  etc.  See  Misuse  of  words  or  terms. 
Advertising  allowances.    See  Allowances,  discriminatory 
Advertising  falsely  or  misleadingly.   See  Misrepresentation;    also  Dia- 

closure. 

Agreements,  unlawful,  ^ee  Combination,  conspiracy,  etc 

Aiding  or  abetting  another  in  use  of  unfair  trade  practices 17 

26.  29.  83,  108.  116,  130.  160,  161,  172,  185,  192.  206.  221,  229,  235* 
249.  257,  263.  271,  278,  284,  291,  292,  307,  309.  838,  33».  343.  355* 
358.  379,  384,  388,  397,  404,  416,  421,  436. 

Allowance  for  alleged   imperfect  workmanship  or  defective  material, 
discriminatory   

Allowance  for  shrinkage  and/or  contraction*  of*  ribbons !!!!!!!!!!!!!!!.     '374 

2, 


Allowances,  discriminatory 


or 


or 


6.  9,  10,  14.  17,  18,  21,  24.  28,  36,  37.  49,  50,  57.  58.  63.  64.  69,  70. 
76  77.  87,  88.  92.  93.  102.  103,  108,  110.  113,  114.  124.  125.  135,  136. 
140,  141,  148,  149,  170,  171,  177,  178.  183,  184.  189,  190,  196,  197 
205,  206,  220,  221.  227,  228,  233,  234.  239,  240.  247,  248,  254.  255* 
261,  262,  269,  270,  276,  277,  282,  283,  309,  311,  353,  354,  361.  362,' 
367,  368,  374,  375,  386.  387.  395.  396.  402.  403,  413.  414.  421    422 
434.  435.  441.  442,  448.  449,  456.  457. 
Allowances,  trade-in.  deception  as  to.   See  Trade-in  allowances 

Allowances,  transportation,  discriminatory  220  309 

Alteration  or  removal  of  brand  names.  See  Brand  names    

Alteration,  removal,  or  obliteration  of  labels  or  marks.  See  Labels 

marks,— altering,  removing,  or  obliterating. 
Altering,  deceptively,  true  and  normal  size  of  hosiery  by  stretching 
manipulation 

American  agricultural  products,  encouraging  iiU*  of '. ! ! 150 

Animal  designations,  fictitious  120  *  348  349 

Appearance,  misrepresenting  product  as  to.   See  Misrepres^niation  of    ' 
products. 

Arbitration  of  business  disputes  between  Industry  members  and  their 

Ar'ran™;*  *;•••'; ^^'  ^^'  ^^'  ^^'  ^^'  ^"'  ^^^'  ^29.  272,  363.  416,  425,  451 

Arr^gement  of  words,  statements,  or  representations  In  advertisements. 

labels,  etc.,  deceptive 1 99  mb  qa*  »»*  ^U  «or 

8ee  also  Disclosure;  Misrepresentation. 
"Authorized  dealer."  misrepresenting  oneself  as.   See  Misrepresentation 

as  to  character,  etc..  of  business. 
Author's  previously  used  articles  or  textual  material,  deceptive  use  of 

name  initials,  or  signature  in  re.   See  Misrepresentation  of  products. 
Available  supply  of  producU  offered  at  "reduced,"  "bargain,"  or  other 

prices,  deception  ai  to ^j^  809  8B1  391 

( See  also  Group  II  provision  on  subject,  p!  4. ') '       ' 

"Bait"  advertising,  deceptive  use  of;  as  to  available  supply  of  product- 

as  to  prices  being  unpaid  balances  due  under  previous  conditional 

or  time-payment  contracts  v  ,««  «««  « 

/o-      ,      ^"''  *^"''™«'^  \ 166,  309,  351,  391 

(See  also  Disclosure  as  to  products  sold  and  distributed  in  "special 
lots."  or  as  to  group  otTerings.  etc.;  Misrepresentation  of  products.) 
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"s'^Z^n'^Zt  "'!'!'"«<"'"°«-  «««  Mlerepresentation  ot  products. 

r"r  ^Jro  "tersTr°°  °'  "°"'""*'  "'^"^^  °'  --"^  - 

B^l^r^lttrrr"^  "^  "'•  '^  «'-■>— >tat.on  or  products. 

Bids,   "blind"    269.  271 

Bids,  fake  or  fictitious ^^'  ^^*'  ^35 

Bid,  supp„i       p,,„„,  -  •  •„  -  at.o„  Vn  r.'  t„„V  b"dt™.  "'^  '"'  "'•  ""•  t*t 
■^'md-^-nr"""?"""-  ^"^  M'"«P--ftlon  Of  products. '" 

"rarrr::i..t=r  "^  ----•  -- «-— tat.o„  ^\r- "" 

Books,  fi'ee  Definitions. 

'prZ  oTte^rlrr:  JSLV"""'"--  -'«"  -  ---  or  .,«; 

Brand  names,  altering  or  removing 

Brands,  imitating  or  simulating.    See  Trade-mark« '  V«.*h.  '« V       ^^^ 

imitation  or  simulation  of  Trade-marks,  trade  names,  etc.. 

Irandin^'r'^nf''!''''*-  '''  Misrepresentation  of  products. 
Branding.  See  Disclosure;  Misrepresentation 
Breach  of  competitors'  contracts,  inducing.. 

6    10    13.  17.  20.  24.  29.  48.  59.  63.  71.  74.' se".  91.  loV    1 1 1    i^i' 

ITs    ' IT.' Ill' '''' '''' '''' '''' '''' '''''''' 253.   ; lis 

275.  281,  291.  343.  351.  360.  394.  401.  411.  432    446    455 
Bribing  competitors'  employees  or  agents 

n  iKi  ^^^'  ^^'  232.  261.  268,  281.  350.'  359.  401  '412   440    447    4« 

br^^'r;."^''""''  ^"^^^^"^'  ^^^'^^^'  ^^  represenUtWes\ee  CommVrlV  •  ''' 
Bribing    suppliers'    employees    or    agents    to    procure    discriminatory 

terrs.' D^l^ni^ns'''"^^^^^^^  ^'  ^^^^^^^^   ^^^^  ^'^  -"<*«  or 

"Tct"  etT/rr:!  ^'^^"^'-  ^^-  ^^^  ^^—--lon  .«  to  cHar- 

Brokerage  and  commissions,   prohibited 

60.  68.  64.  70.  77.  88.  93.  102."  I09!  114'."l25.'  136*  'm  148  171  i"! 
184.  190.  197.  206.  220.  228.  234.  240.  248.  255  262  270 '  2  6  28' 
310.  363.  361.  368.  375,  387,  395.  403.  414.  422    434    442    III'  ll'i' 

Business  policy,  misrepresenting.  See  Misrepresentation  '        '  ''' 

Business  status,  misrepresenting.  See  Mlsrepresentatl 
etc.,  of  business. 

Buying  and  selling  power,  abuse  of. 


on  as  to  character. 


Capacrty  or  ability,  misrepresenting.  See  Misrepresentation  of  product     ' 
Catalog  F  gure."  or  "Cat.  Fig.."  appropriate  use  In  catalogrete   oHe?!       M. 
Catalog  prices,  deceptive.  See  Prices  or  term,  of  sal^ecepUve  prTce 
quotations,  etc.;  fictitious  prices  or  price  reduction.tT/rD isciosrre 
Catalogs,    illustrative   forms   of   non-price   symbols,    code   marks     "tc 
permitted  in   "mrKs.    etc.. 

Certificates,  diplomas,  or  degrees,  d'eceptire  .*  * ^^^'  ^!? 
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Chance,  .scheme  of.  See  Prizes,  premiums,  or  gifts  in  connection  with     '**^' 
scheme  involving  lottery. 

Character,  extent,  or  type  of  business,  misrepresenting.  See  Misrepresen- 
tation. 

Character,  nature,  or  type  of  product,  misrepresenting.  See  Misrepresen- 
tation of  products;  also  Disclosure. 

Circuit     requirements,     misrepresenting.      See     Misrepresentation     of 
products. 

"Close-outs,"  representing  regular  lines  as.    See  Misrepresentation  of 

products;  Misuse  of  words  or  terms. 
Coercion  : 

Coercion  In  sales  through  abuse  of  buying  and  selling  power.  .117. 192  417 
Coercing  or  inducing  another  to  use  unfair  trade  practices. ......  '  83 

130,  160.  161,  185.  192.  206.  221,  229,  236.  249.  257.  261,  263,  271* 
278.  284,  343.  365.  388,  397.  404.  416. 
Coercing  purchase  of  one  product  as  prerequisite  to  purchase  of 

^  ^^^'^her  3,  14,  29.  51.  59,  65.  116.  170.  226,  351,  360,  412,  441 

Bee  also  Interference  with  competitors'  right  of  purchase  or  sale; 
Prices  or  terms  of  sale,  fixing;  Combination,  conspiracy,  etc 
Color,  colorfastness.    See  Disclosure:   Misrepresentation  of  products 

Coloring,  deceptive  use  of ^q^  ^33  ^3^ 

Combination,  conspiracy,  etc. :  

In  regulation,  control,  or  prevention  of  return  of  merchandise. . .  315 

To  fix  prices,  suppress  competition,  or  restrain  trade 19, 

^     .   ,     .                  26.  116,  191.  261,  315,  384,  386,  394,  410,  441,  451.  456,  459 
To  Interfere  with  competitor's  right  of  purchase  or  sale 112, 

^  ^  146,  227,  362.  860.  412.  436 

Commerce.  See  Definitions. 

Commercial  bribery  

7,  9.  14.  16.  24.  28.  51.  62.  60.  66,  72.  73.  87,  95,  100,  115,  123.  139,' 
146,  176,  196,  204,  214,  216.  219,  226,  232.  238.  246,  253,  260.  268 
276.  281,  292,  342,  349.  369.  372.  385,  394.  401.  411.  419,  432.  440. 
447,  456. 

Commissions,  discriminatory 2.  6.  9,  14.  17.  21,  24.  28,  394,  402 

commissions.  See  Brokerage  and  commissions,  prohibited. 

Committee  on  trade  practices 

11.  19.  47.  66.  78.  136.  173.  235.  250,  34*3.  356,' 380.  397,  "4*36,  444 
Competitors  confidential  Information,  procurement  of  by  unfair  means.        10 
17,  25,  62,  60,  66,  74,  87,  96,  112,  170,  1^8,  204,  225.  232,  261,  268* 
281,  350.  359.  401.  412,  440,  447,  455. 
Competitor's  plates,  cuts,  or  Illustrations,  deceptive  use  of.  See  Patterns 
of  competitors.  Imitation  or  simulation  of;    also  Trade-marks    etc 
Imitation  or  simulation  of. 
Concealment,  deceptive.  See  Disclosure. 
Concert  of  action.  See  Combination,  conspiracy,  etc. 
Condition  of  product,  misrepresenting.  See  Misrepresentation  of  products 

Consignees,  fictitious  ,„^ 

Consignment  shipping  or  distribution ^^ 

26,  53,  76^87.  95,  115.  126.  147.  170.  177,' 185*.  226.' 247,  253    282* 

312.  355,  366,  372.  433,  448,  466. 
Conspiracy.  See  Combination,  conspiracy,  etc 

Construction,   misrepresenting.    See  Misrepresentation  of  products 
Consumer,  protection  of  encouraged  as  a  matter  of  law  and  ethics. . .  54 
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rontainers  of  competitors,  unauthorized  uo« 
than  is  present  """  '"■'^"**  '=°'"»'°»  ""»«  ««« 

contr«M«  uucing  Dreacn  of.  See  Breach  of  comoeti 


138 


391 


contracts. 


competitors' 


Contract'  ™  T"  ^"'^""'"'^  "'  «^^^«^  Information  In 
i-ontracts,  repudiation  or  canceUatlon  of. 


222.  356.  443 
22. 


"rr.;renr:"' .■•.''--••  -  ^^"-^ '-  ^-  -■  ^--c.  a.. 

Cost,  appropriate  catalog  marking.  «.  kIII  "J 3«,  3»» 

purchaser's    markings  as  basis  for  computing  dealer's  or 

Cost,  maintaining  accuVate  records  for  detennintog '"J' 

Cost,  selling  beTow":."'. '"•  "''  "''  "'''  '''■  ''*'  363,  380;  406,  41,.  426.  436 

1. 


26,  30,  54.  78.  149.  192,  235,  250,  264 

Blow    ' 


18 


440,  447,  456. 
See  also  "Loss  Leaders." 
Costs,  production,  misrepresenting 

Credit  information,  dissemination  of  k^  «^  ,,o 

Credit  terms.  See  Prices  or  terms  of  sale. '    ^'  ^*^'  ^^^'  '^^^ 

Credits,  discriminatory 

S  S  S  S-  "•• « ■"•  "'■  •"■  "••  s  <•'■  -:  's 

Refrigerants  Industry)   °   ""^    ^^"^   Pressure 


See  also  Return  of  merchandise. 
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Cylinders   or   containers    (refrigerant)    recommended   to    become   pur- 
chaser 8  property  after  reasonable  lapse  of  time  459 

Dealer's  license,  discriminatory  payment  of ^.g 

Deceptive  concealment  or  nondisclosure.    See  Disclosure 

nZTT  P'^f  °f:,^^^  ^^*«^«  o'  ^«rms  of  sale,  and  references  thereunder. 
Decorations,  textile  or  fabric,  disclosure  of.  See  Disclosure 
Defamation  of  competitors  or  disparagement  of  their  products,  services. 

6.  9,  13.  17.  25,  28.  38.  44.  48.  67.  66.  71*  74.  86.' 92.'  101,' 112.  123' 
134.  139.  146.  169.  188.  195.  204.  219.  225.  232,  239.  245.  253  26o' 
268.  275.  281.  291.  343.  350.  359.  366.  372.  393.  400,  411.  419!  43l! 
439,  446,  454. 

DEFINITIONS: 

Additional  shrinkage 

Apple  butter !!!!!!!!..! 

Baby   chicks    . . .'. '* 

Book,   books ^*' 

Bristle ^** 

1 74 

Brushes  ( Paint  and  Varnish  Brush  Mfg.  Industry) ! .' .'      174 

Bundle  goods,"  (Hosiery  Industry) .LI 

•Catalog  Figure"  or  "Cat.  Fig."    (Catalog  Jewel^'and  (jiftware 
Industry)    

•^hoice  cuts"  (Tuna  industiV)  v:::;:;::;:;:;;::;;;;;:;:;:;;;;;'^''  lit 

^°°^"*«^^*    460 

Corn  syrup  preserve,  corn  syrup  jam,  com  syrup  jelly,  com  syrup 
apple  butter;  corn  syrup  and  sugar  preserve,  corn  symp  and  sugar 
jam.  corn  syrup  and  sugar  jelly,  corn  symp  and  sugar  apple  butter         33 
Cotton.  Lisle  Cotton.  Cotton  Lisle.  Long  Staple  Cotton..  322  ^2^ 

Crepe  (Hosiery  Industry) ^^^'  HI 

•;Crooke8"  lens  (Sun  Glass  Industry) **'.'.*.*.'.';:;;;;;;.";;;:      366 

^CrT.  ::::::: io6 

JQY 

End  piece  pilfering  (Rayon  and  Silk  Dyeing.  Printing,  and  Finishing 
Industry )     

Fancy  tuna,  fancy  white  meat  tuna.  ^/^... ...[[.., 428 

Fiber  content  (Hosiery  Industry)  .**'** 

Flakes,  white  meat  flakes 400 

Grated  tuna,  grated  white  meat  tuna..     429 

"Ground  and  polished  lens"  (Sun  Glass  Industry)*.*;::;;:;;;;;;;:;;  365 

Heels     (Low  Pressure  Refrigerants  Industry) 454 

Honey  preserve,  honey  jam.  honey  jelly,  honey  apple  butter  as 

Hosiery,  hose  

221 

Imitation  preserve,  imitation  jam.  imitation  jelly.  Imitation  apple 

butter    

34 

Jam,  fruit  jam 

Jelly,  fruit  jelly :;::::;::;::::;:::::;::;::;;::; 30 

Leather  not  entitled  to  application  of  term  "top  grain'*: : ^4« 

Linen   (or  flax)    ....  * 

,  ' 296,322 

Macaroni;   egg  macaroni 

,     66  ixiawiium   JJ2 

Mirrors,  plate  and  window  glass 

"Natural  Style"   ( Sardine  Industry)    ..;.:;;;;;;;;;;;;;;;; 243 

Noodles;  egg  noodles;  plain  noodles :::::;;::;:  132 
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DKPiNinoNs--Con«nttcrf  ''•^ 

Olives  unfit  for  canning  or  packing.  ^. 

Packing,  improper  ( Sardine  Industry)         Z[t 

Pearl     243 

"Ply"  (Rubber  Tire  Industry) ^®^ 

Plate  glass    ..'.'.*.'.* ^^ 

Preserve,  fruit  preserve ^^^ 

"Products  of  the  industry"  (Paint  and  Varnish  BrushMfg  Industry-         ^^ 
J^ayon  and  Silk  Dyeing,  Printing,  and  Finishing  Industry)'"    ^n^.  357 

Remaining  shrinkage.' residuarshrlnkage: ! '''  f/'  T' 

Ribbon,  ribbons  ^28,  312 

"Ringless"   (Hosiery  Industry) ^^^ 

Ruby    324 

Sapphire ^^^ 

"Seconds,"  "thirds,"  ••"irregulars"  * .' .' .'  .* ."  .* .' .' .' .' ;;;;;; 243  '  SOfi'  V^4   1^,1 

Shredded  tuna,  shredded  white  meat  tuna            ^    "' " '                '      ^'  HI 
Silk   . .  429 

Silk  noil".'.*. 153.321 

-Special  finishing  "materials '"  (silk  Vndustr'y ) '''*  ''''  '11 

Standard  tuna,  standard  white  meat  tuna  H 

Substandard   (Razor  and  Razor  Blade  Industry) ill 

Sugar ' *24 

"Superimposed  decoration"  ( Hosiery  Industry) II 

"Thin"  blades  (Razor  and  Razor  BJade  Industry)      .tt 

Topaz    138 

Tuna,  tuna  fiakes ^^^ 

W^dow  glass *^* 

Wool,  reprocessed  wool,  reused*  wool*  "(Hosien;  'industry )* f o? 

(See  also  Misuse  of  words  or  terms  )  

Tor  M^t/u.^r^.'''^^^^^^        - '"  «^'-" 

Deliveries,  prompt,  encouraged   ^^^ 

Deliveries,  «mall.  made  at  discriminatory  prices HI 

""TiZVT  "''  '"'  "^'^"^'^^  ''  '^^^'^  dloxld^agreem'ent  "as  to' at 
time  of  sale  recommended 

I  tepictlons,  deceptive.  See  MisrepresenUtlon ** 

'tf' Tro^'uctr"^'"*  "'  '"°'""''  """*•'''«'»»"'«■  ««  MUreprese.UHt.on 

DISCLOSURE  AS  TO— 

Actual  coverage  of  advertised  prices  for  radios,  etc. .  o„ 
Articles  consisting  of  union  of  two  fibers   (cotton  and  linen)   not 

exceeding,   respectively.   5%    variation..  .,    , 

Author's  real  name  and  true  title  of  book                   ^I'l 

Backing  of  mirrors 2S6 

"Bundle"  goods   (Hosiery  Industry*)* '"'•  "'^ 

Catalog  figures,  symbols,  etc..  not  being  retail  *n*o"r  'other  "prices  \tl 
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Disclosure  as  to—Continued 


471 


90 
175. 180 


Colorfastness    ^"^* 

Composition  of  paint  and  varnish  brushes! 

Conditions   governing  payment   of   salaries,  "comm'i*ssions* etc  * 'to 
agents,  solicitors,  etc "Missions,   etc..   to 

''''T'Z:.''''TTT  ''''''^^  etc.*.*appiled  to  "warranties, 
etc.   (Water  Heater  Industry) 

Construction  of  goods  sold  by  specification 

Copyright  dates,  appropriate   


290 

408 
222 

287 

.98.  217.  307.  308.  366,  373,  392,  438,  446 


159 
213 


212 
80, 


133 


Country  of  origin 

"Cut-edge"  and  '•pasted-back"  ribbons ^74   q"«   970 

Decorations  on  linen  and  hosiery  products.  ....*..* 996   ono   T, 

Deteriorated  or  damaged  goods   (Silk  Industry)      

Dummy  or  fake  tubes  (Radio  Receiving  Set  Industry) 

^nTerl^Tre    ''''^*'''  ''^^'^^'  ^''  "^"°^"  ^^^^^tisements '  or'sales 

Failure  of  radio  sets  to  satisfactorily  bring  in  or  receive  distant 
or  other  special  calls aiscant 

Fiber  content,  etc i! ! ! ! ! ! ! i;;! ! i! ! ! :! ! ! 

2^2^'^.?'.'/;  W';  T'  ''''  ''''  ''''  ^^«'  159:*l"6"o.*161.  182. 

Ill'  IT.    lit'  III'  I'''  '''•  ''''  ''''  ^'''  ^15'  323.  324.  325.  327. 
334,  336,  347.  358,  371,  377,  378. 

Food  Ingredients,  additional   (Macaroni  Industry) 

Foreign  origin  of  products  represented  as  •'Made  in*u!s*A""*"Made 

in  America."  •'American  Made."  "U.  S.  Product,"  etc  4,« 

Generic  fiber  names  and  qualifications  thereof  (Hosier^  Industry)*  * '       309 
Horse  hair,  fiber,  or  other  adulterant  in  toilet  brushes  * '         L 

Hos  ery  products,  under  various  forms  of  fiber  or  other*  descripUon" 

ImutT          "".  """"f  '''^  ''^^'^  "^  '^"^^  ''^  »>-  deceptively  marked* 
Imitative  or  simulative  products \.   tnVof^A    0.0 

industry  member  being  only  partly  engaged  as  w'holesaler.*Jobber  etc 
ir/ernrorpX^"  "^'^^^.^^^^  -  -^  inte4entl".269.2ll 

Inherent  detects  or  deficiencies  ^*^'  '^^ 

"Irregulars"   (Hosiery  Industry) ^^^ 

Kind  character,  finish,  backing,  lining,  fiber" conieni,'  etc '  of  ieaiher      ^^^ 

products  (Luggage  and  Related  Products  Industry)  3«  346  347 

Kind  of  glass  In  mirrors '  ***'  ^" 

Kind  of  wood  m  handles  or  backs  of  toilet  brushes.' ^°"'  ^"1 

ha.r'°?;r:"°"  °'  ".''''  "-  ^^^™  ^--^  °^  »«;«;,;.  oiherVhan 

Limited  applicability  of  advertisements  or  representations: ''"'  ^1 

^lril':lrl\!°?.^L:?^.'''"«  '--«  "^  «'•-  <-  other  descnpilon::       295 


327 
337 


Manufacturer's  or  distributor's  name 


or  trade-mark  on  razor  blades; 


425 


as  to  number  of  blades  in  package 

Material  facts  (Beauty  and  Barber  Equipment  and  Supplies  "industry")  ^41 

Metallic  weighting 155,  158,  182.  302.  316,  317   325   ^26   335   L  t^ 

Minimum  yardage  of  ribbons. . .  '        '  ^^^'  ^" 

^indilTrLT^^   ""'   "^determined   fibers  '(Silk."  Hosiery,"  "and"  Linen  ''' 

Mixed  goods  or  *fibers*.*.*.*.*;;;;8*2;*84;'l57,*158.*159;*l*61*.*296*.  m  '2'9's   304  315 

N-umber  of  plies  in  pneumatic  automobile  tires 

Paddings,  stiffening,  sewing  thread,  etc.   (Linen  Industry) .;;;;;;;  302 


fi 
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Discrx)8uiiE  AS  TO — Continued 

Percentages  of  fiber  (Linen  and  Hosiery  Industrlee) . .  299  330 

Pertinent  information—  '  ^^^ 

In  connection  with  "money-back"  agreements  or  similar  contracts  44,  47 
In  sale  of  baby  chicks 164  165  167 

I^  Ti!  ^'  /°°^  T^""'*' 31.  33.  34.'  133;  134.  138.'  142.'  274 

In  sale  of  fur  or  fur  products 119  120  121  122  127 

Products  sold  and  distributed  in  "special  lots"  or  in  group  olTerings.    ' 

30S    "^^1 

Quality,  quantity,  and  size  of  packed  olives 274 

Razor  blades  being  for  industrial  use  only 425 

Rebuilt,  used,  repossessed,  or  secondhand  products  or  parts! .......       40, 

«_,  ,  ,         ,  105,  121.  237.  244,  252,  267.  280.  391.  410 

Requirements  under  Wool  Products  Labeling  Act 304.  321.  329.  333.  347 

.     Sealed  containers  (Hosiery  Industry)   3,3 

Seaming  or   looping  threads,   rubber  elastic' threads  and*  webbing 
(hosiery  products)   

Seconds,  thirds,  defective,  or  otherwise' substandard  merchandise '. '. '.      121, 
cj^,,        ,     ^.  ,         ,  ^27.  159.  203.  244.  306.  307.  334.  335.  378.  424 

Sectional  articles  (Linen  and  Hosiery  Industries)..  302  332 

Selvage  exceeding  tolerance  permitted  under  Linen  Indus't'r'y  rules.     '  301 

Selvage,   non-linen    296  301 

Services  offered,  nature  and  scope  of.  in  sale  of  books     98« 

ink  nT '"'''''" • .***.'90.'l29;i'30.314 

^"^''^" 153,156,158,302.317.326.335 

Source,  size,  or  number,  of  hearing  aid  batteries;  date  of  manufac- 
ture and  expiration  of  guarantee  period 405 

Special  or  excess  finishing,  loading,  filling,  or  adulterating  materials         83 

156.  158.  161.  182.  194.  302,  305.  335.  ^77 

Species,  quality,  grade,  etc,  of  canned  tuna 

Substandard  thickness  of  leather  products 

"Suggested,"  bona  fide,  resale  price 

Testimonials,  bona  fide,  complete  and  nondeceptlve 

Textile  or  fiber  content,  weighting,  etc..  as  required  under  rules  for 
Rayon  and  Silk  Industries  (See  rules  for  Rayon  and  Silk  Dyeing 
Printing,   and   Finishing   Industry;    Umbrella   Industry;    Ribbon 
Industry)    254,  358,  377 

Thickness  and  quality  of  window  glass 

Transportation  costs  or  charges 

True  character  of  flat  glass 

True  character  of  macaroni,  etc..  products 

True  function  of  radio  parts  and  accessories ' 

WashabiUty  

Waste  silk 

• 325 

Wave  bands  or  frequencies .209.210,211 

^^^^^^^otTmons 373,377,378 

See  also  Misrepresentation;  Invoices,  etc.,  falsification  of. 
•Discontinued  lines."  representing  products  as.  See  Misrepresentation 
of  products;  Misuse  of  words  or  terms. 


430 
347 
384 

288 


22 
168 

21 
134 
213 

90 
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Pmc* 

Discounts,  discriminatory 1, 

2,  6,  9,  10,  14,  17,  18,  21,  24,  28,  29,  36.  49,  57.  63,  69.  76.  87.  92. 
102.  108,  113,  124,  136.  140,  148.  170,  177.  183,  189.  196,  205,  220. 
227.  233,  239,  247,  254,  261,  269,  276,  282,  309,  353,  361,  367,  374, 
386,  396,  402.  413.  415.  421.  434,  4*41,  448,  456. 
Discrimination  in  price.  See  Price  discrimination. 

Discriminatory  deliveries  415 

Discriminatory  returns. . .  .9,  89,  94.  126, 179,  186,  256.  312,  355,  369.  377.  415.  459 

See  also  Return  of  merchandise. 
Disparagement  of  competitors'  products,  services,  etc.  See  Defamation  of 

competitors  or  disparagement  of  their  products,  etc. 
Disputes  between  industry  members  and  their  customers,  handling  of. 

Bee  Arbitration. 
Distribution  or  marketing  of  products,  misrepresenting.  See  Misrepre- 
sentation of  products. 
Distributor,  wholesale  distributor,   manufacturer's   distributor,   misrep- 
resenting oneself  as.  See  Misrepresentation  as  to  character,  etc.,  of 
business. 

Durability,  life,  or  serviceability,  misrepresenting.  See  Misrepresentation 
of  products. 

Dyeing,  misrepresenting  product  as  to.  See  Misrepresentation  of  products. 

Earnings  or  opportunities,  misrepresenting.  See  Misrepresentation ;  Dis- 
closure. 

Edition  titles,  deceptive  use  of.  See  Misrepresentation;  Misuse  of  words 
or  terms;  Disclosure. 

"Editor."  "Contributing  Editor,"  etc.,  deceptive  use  of  terms.  See  Mis- 
representation as  to  character,  etc.,  of  Imsiness. 

Educational  or  other  institutions,  deceptively  representing  connection 
with.  See  Misrepresentation. 

Effect  or  efficacy  of  product,  misrepresenting.  See  Misrepresentation  of 
products. 

Embellishment  or  decoration  of  product,  misrepresenting.  See  Misrepre- 
sentation of  products. 

Embossing,  graining,  or  stitching,  misrepresenting.  See  Misrepresenta- 
tion of  products. 

Employees,  manufacturers,  etc.,  rights  of  preserved  in  matters  involv- 
ing more  favorable  employment  or  solicitation  of  businiess 401,  446 

Employees  of  competitors.  See  Enticing  away  competitors'  employees; 
bribing  competitors'  employees  or  agents. 

Employees  of  customers,  bribing.  See  Commercial  bribery. 

Endorsements.  See  Misrepresentation  as  to  Government  or  private  con- 
mection  and/or  endorsement;  Misrepresentation  of  products;  Testi- 
monials, deceptive. 

Ehid-piece  pilfering 3e3 

See  also  Invoices,  etc.,  falsification  of;  Definitions. 

Enrollment  of  students  unfit  for  contemplated  job,  inducing 46 

Enticing  away  competitors'  employees 49^ 

57,  65,  74,  86,  92,  101,  140,  147,  169.  189,  225,  233.  246,  253.  26o! 
268,  276,  282,  291,  401,  412.  424.  433.  446. 

Enticing  away  employees  of  competitors'  distributors,  dealers,  or  rep- 
resentatives        401 

Equipment,  misrepresenting.  See  Misrepresentation  of  products. 
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espionage.   See  Competitors'  confidential   Information,   procurement  of 
by  unfair  means. 

Exporter,  misrepresenting  oneself  as.  See  Misrepresentation  as  to  char- 
acter,  etc.,  of  business. 

Fabrication,  misrepresenting  product  as  to.   See  Misrepresentation  of 

products  as  to  manufacture,  preparation,  etc. 
Facilities,  discriminatory 

26,  29,  38,  60,  68.  64,  70,  77,  89.  93,  103.  110.  114,  V25,  126,  136.' 
141,  149,  172,  179,  184.  186.  191,  196,  198.  206,  221,  228,  234.  240. 
249,  256,  266,  263.  270.  277.  283,  311.  312.  364.  365,  362.  368.  369. 
376,  377,  387,  396.  414,  416.  422.  436.  443.  450.  468,  469. 
Fashion,  misrepresenting  as  to.  See  Misrepresentation  of  products 
Fiber  content  or  Identification.   See  Disclosure:    Misrepresentation   of 

products;  Misuse  of  words  or  terms. 
Finish  or  finishing,  misrepresenting.  See  Misrepresentation  of  products. 
Fitting  and  servicing  of  hearing  aids,  encouraging  use  of  trained  per- 
sonnel and  facilities  to  provide  satisfactory 405 

Five-day  week  for  sales  offices 221 

Fixing  prices  or  terms  of  sale.  See  Prices  or  terms  of  sale. 
Flexibility,   misrepresenting  product   as   to.   See   MlsrepresenUtlon   of 
products. 

Foreign  Insignia,  words,  phrases,  etc..  deceptive  use  of 4S1 

See  also  Misrepresentation  of  producU  as  to  origin  or  source 
Free  goods.  See —  j 

Free  goods,  discriminatory. 

Free  samples  given  for  appropriate  purposes  but  not  to  effect  price  '  ' ' 
discrimination. 

Misrepresentation  of  products  as  "free." 
Misuse  of  words  or  terms. 
Prizes,  premiums,  or  gifts. 

Free  goods,  discriminatory 6.  9.  10.  14.  24.  247.  421.  434.  441 

See  also  Price  discrimination. 

Free  samples  given  for  appropriate  purposes  but  not  to  effect  price  dis- 
crimination    »«  ,.. 

Freight  allowances,  discriminatory.  See  Allowances,  transportation  '  dis- 
criminatory. 

Full-line  forcing.  See  Coercing  purchase  of  one  product  as  prerequisite 

to  purchase  of  another. 
Fur  or  fur  products,  disclosure  as  to.  See  Disclosure  as  to  pertinent 

Information  in  sale  of  fur  or  fur  products. 
Gauge,  misrepresenting.  See  Misrepresentation  of  products. 
Generic  fiber  names  and  qualifications  thereof.  See  Disclosure 
Geographical  or  coined  words,  phrases,  designations,  etc.,  deceptive  use 

of.  See  Misuse  of  words  or  terms.  t 

Government   connection   and/or   endorsement,   misrepresenting   as   to 

See  Misrepresentation. 
Grade,  misrepresenting.  See  Misrepresentation  of  products. 
Guarantees,  warranties,  etc..  deceptive 44 

,      ^  .  *«'  "8,  164,  165,  166,  169.  196,  202,  899,  408,  420 

See  also  Misrepresentation  of  products;  Disclosure. 

Guarantees,  etc.  failure  of  guarantor  to  observe  terms  of 409 

Hardware,  misrepresenting  nature  of  as  used  on  product.  See  Misrepre^ 
sentatlon  of  products. 
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Paot 

Hearing  ald8~*«ale  of,  without  adequate  means  to  properly  service,  con- 
demned        405 

"Heels,"  deception  respecting  refunds  In  payment  of.  See  Mlsrepresen- 
tatlon  of  products;  Definitions;  also  Refunds,  discriminatory,  respect- 
ing "heelf." 

*Tlelp  Wanted'*  or  other  employment  columns,  deceptive  use  of 45 

Hosiery  Industry  rules,  general  application  and  scope  of;  as  to  imports 
and  exports 320 

Identity  of  seller,  deception  in  representing.  See  Misrepresentation. 

Illustrations,  deceptive.  See  Misrepresentation  as  to  deceptive  depictions. 

Imitation  or  simulation  of  patterns  of  competitors.  See  Patterns  of  com- 
petitors. 

Imitation  or  simulation  of  trade-marks,  trade  names,  etc. 
See  Trade-marks,  trade  names,  etc. 

Impersonation,  false.  See  Competitors'  confidential  information,  procure- 
ment of  by  unfair  meant. 

Importance,  or  location,  of  offices  or  plant  occupied.  See  Misrepresen- 
tation. 

Imported  articles,  address  of  manufacturer  (City  or  State)  permitted  on.      439 

Imported  articles,  requirements  of  customs  laws  or  regulations  In  re  to 
be  observed  in  marking  of 218,  308,  367,  373,  392.  393,  439 

Importer,  misrepresenting  oneself  as.  See  Misrepresentation  as  to  char- 
acter, etc.,  of  business. 

Inadequate  supply  of  advertised  merchandise.  See  Available  supply  of 
products  offered  at  "reduced"  or  other  prices,  deception  as  to. 

Inducing  breach  of  competitors'  contracts.  See  Breach  of  competitors' 
contracts. 

Inducing  discrimination  In  price.  See  Price  discrimination. 

Informative  labeling  or  branding.  See  Disclosure. 

Inherent  defects  or  deficiencies,  disclosure  of.  See  Disclosure. 

Interference  with  competitor's  right  of  purchase  or  sale 1, 

12,  146,  227,  352,  360,  412.  436 

Invoices,  etc.,  falsification  of 3, 

14,  18,  26,  29.  34,  39,  53,  61,  67,  71,  75,  87,  95,  108,  116,  123.  I34! 
146,  176,  188,  196,  203,  217,  224,  231,  238,  246,  252,  263.  280,  342. 
349,  363,  371,  411,  432,  448,  465. 
Invoices,  disclosure  in.  See  Disclosure. 
Invoices,  recommended  form  of  warranty  statement  re  fiber  content, 

yardage,  etc.,  for  use  in 304,  328,  329,  377,  378 

Jobber,  misrepresenting  oneself  as.  See  Misrepresentation  as  to  character, 

etc.,  of  business. 
Keyboard  or  number  of  keys  on  pianos,  etc..  misrepresenting.  See  Mis- 
representation of  products. 
Kind  of  product,  misrepresenting.  See  Misrepresentation  of  products; 

Disclosure.  — 

Labeling.  See  Disclosure;  Misrepresentation. 

Labels  or  marks,  altering,  removing,  or  obliterating 201,  336 

Labels,  Imitating  or  simulating.  See  Trade-marks,  trade  names,  etc.,  imi- 
tation or  simulation  of. 

Labels,  uniform  wording  of  (Mirror  Industry) 207 

Language,  in  general,  deceptive '. 4$ 

Lead  hardness  in  pencils,  misrepresenting.  See  Misrepresentation  of 
products. 

«U742— 4S— «2 
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29« 
294 


"Lhien."  "flax  "  "pure  linen."  "pnre  flax."  "all  Ifnen."  "all  flax."  condi 
tions  governing  proper  use  of  terms. 

Iil^hlm''"'^'^  ^''^^^'  *PP"^*"<>°  and  generarrequlrementa  of : '.'.'.["" 
Livability  m  srepresentlng.  See  Misrepresentation  of  products. 

?.i?»        L   ?  °'  Part-llnen  products,  deceptive,  with  excess  or  un- 

necessary  dyeing  or  finishing  materials,  etc 901: 

•Loss  Leaders"  .  1    ^ ^    rV'-« 

Se.  01,0  Cct;  Belling  below. ^  "•  B3.  69.  147,  166.  169.  177.  441 

"t!!l!!f  r.™  '"■/■•«P»"'"°°'  ■ni«repre8entfng  product  as  to.  See  Mlsrep- 
resentatlon  of  products. 

"Z^lr%'°'"/r'""'"°^  '"'^"  "•  ^-'^  Misrepresentation  as  to 
cliaracter,  etc..  of  business. 

Marking.  See  Disclosure;   Misrepresentation 

Material  or  substance,  misrepresenting.  See  Misrepresentation  of  prod- 
nets  as  to  content,  etc. 

Merchandising  methods,  encouraging  or  promoting  use  of  misleading         ij 

Merita,  misrepresenting.  See  Misrepresentation  of  products 

Milk  and  fat  content,  misrepresenting.  See  Misrepresentation  of  products 

As  to— 

Business  policy   . 

Character,  extent,  or  type  of  business '  , 

24.  27.  39.  45.  46.  53.  60,  66.  107,  121,  126.  160,  166.  167    182    188* 
224.  252.  259.  266.  280.  288,  289.  290.  337.  351.  371.  384.'  392.'  400.' 

Competitors,  their  products,  services,  etc.  See  Defamation  of 

petitors  or  disparagement  of  their  products   etc 
Conditions,  qualifications,  or  contingencies  applied  to  guarantees.       408 

Connection  with  educational  Institution,  etc '>89  290 

Contracts,  installment  sales,  terms  or  conditions  of.  393'  409 

Earnings  or  opportunities,  or  as  to  conditions,  etc..  affecting...*.     '  43, 

r.                                                                                                     168,  290.  400.  423 
Government  connection  and/or  endorsement 43.  45.  46   164 

Identity  of  seller ' ' 

.         399 

Importance  and  location  of  premises  occupied 46. 167 

Offers — 

As  "Limited"   ..  ,^ 

As  "Special" {^' J^ 

As  Bona  fide A 

Prices  or  terms  of  sale.  See  Prices  or  terms  of  sale. 

Private  home  study  school  being  operated  "not  for  profit" 49 

Private  home  study  schools.— their  activities,  faculties,  advisory 

boards,  authors  of  Instruction,  material,  instruction  courses,  etc.       48 
„     ■  44.  46,  46,  47 

Private  or  outside  connections  and/or  endorsement  or  approval  by.        45 

164.  288.  289,  290.  390,  391.  399.  420 
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M I  sRKPRESKNTAnoN — Continued 
As  to—Continiied  p^g^ 

Production  costs  jg 

Service  contracts  represented  as  guarantees 409 

Services,  as  free 44^  122.  286 

ServiceB  offered,  guaranteed,  or  otherwise  represented 286, 

288.  289.  399,  408 

Societies,  clubs,  or  other  organisations,  fictitious 290 

Of  Products  L 

In  general  ^ 

6,  6.  8,  9,  13.  18,  21,  24,  27,  29,  31,  39,  42.  46.  49.  59,  60,  65.  67,  7l! 
75,  86,  92,  97,  98,  101.  104,  108.  112.  113,  115.  119,  129.  131.  133. 
134.  137,  139,  144.  145.  164.  175,  182.  193.  194,  200,  209.  217.  224. 
231.  237,  244,  251,  258,  259,  26«.  274.  286.  295.  307.  309.  313,  337, 
341,  345,  358,  365.  366.  371,  379,  382,  390.  407.  419.  420.  430.  446. 


4S3. 


As — 


Bankrupt  stock,  samples.  Hollywood  models,  Paris  models,  re- 
ceivers' or  auction  stock,  etc 123 

Being  bristle,  pure  bristle,  all  bristle,  "100%"  bristle,  etc 98, 176 

Being  linen  or  flax,  or  something  other  than  linen  or  fiax 295.  304 

Being  of  a  higher  grade  or  quality 40,  266.  306,  309.  383.  391,  424,  430 

See  also  Misrepresentation  of  products  as  to  "seconds,"  etc. 

Being  product  of  one  manufacturer  or  dyer ]  22 

Being  "thin"  (Razor  and  Razor  Blade  Industry) 420 

Close^uts 25.  203,  231.  351,  409 

Composed  in  whole  or  in  part  of  leather;  or  of  top-grain  leather.      348 

Conforming  to  standards 39,  53,  60,  66.  103,  259,  409 

Containing  basil  leaf  (Macaroni,  Noodles  and  Related  Products 

Industry) ^^g 

Containing  combed  or  carded  yarn  or  fiber  (Hosiery  Industry).       323 

Custom-Made    266 

Discontinued  lines .203.  231.  351,  409 


Free 


44,  52,  69, 


t>  ** 


66,  116.  122,  167,  177,  224,  245,  286,  341,  351,  352.  394,  420.  432,  439 
"Ground,"    "Polished."    "Ground    and    Polished,"     (Sun    Glass 

Industry)    , ^ 3^5 

Linen  (or  flax),  when  not  composed  of  at  least  50%  by  weight 

of  pure  linen 297 

Made  by  "Ringless"  method   (Hosiery  Industry) 324 

"Made  in  U.   S.  A.,"   "American   Made."   "Made  in  America," 

"U.   S.  Product,"  etc 433^  439 

Made  to  Order 266 

New  or  unused 39,  40.  121,  237.  252.  267,  280,  287.  391,  410 

Obsolete  lines 231 

Part  linen,  when  linen  content  is  insubstantial 297 

Priced  at  "bargain"  or  "reduced"  prices;    or  as  "special"  or 

"special  bargains."  etc 43^ 

51,  59,  65,  127.  165.  168.  203,  213,  231,  246,  267,  289.  308,  342.  35l! 
352.  391.  409.  410.  421.  4S2. 

Rebuilt,  used,  repossessed,  secondhand 105,  392 

Revised,  or  as  not  previously  published  or  used  in  former  editions  287 

See  also  Misuse  of  words  or  terms. 

Unfit  for  canning  or  packing 274 
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MiSREpRESBNTATioif — Continued 
Of  Pboduots — Continued 
As  to— 

Airtight,  waterproof,  water  repeUent.  or  sweatproof  properties. 75  S49 
Appearance   '   " 

Author's  name,  initials,  or  signature *.***"       287 

Backing,  finish,  silyering,  or  silver  spoilage  of  mirrors 200  202 

Backing  of  leather  products ,.- 

Bleaching '^^^ii!!!!!;!!!;;;!;;;;;;;  ill 

?.^^ 2.  29,  40.  200.  214,  244.  274,  420.  430.  438 

•ureed 

Capacity  or  ability ;;; "g'JJ* 

Character,  nature,  or  type '    • 

6  13.  18.  21.  24.  27.  29.  31.  89.  40.'42.*  i's,  49,'59.*  66.'  Vo.'sB.'sS.  92! 
101.  104.  106.  106.  108,  112.  113.  119.  120.  129,  131.  132,  133.  137 
164.  176.  182.  198.  194.  200.  203.  214.  231.  237.  244.  251.  252.  266' 
274.  279.  280.  286.  287,  308.  309,  313,  322,  323.  326,  337.  341.  345' 
346.  847.  348,  349.  850,  361.  365.  374,  379,  383.  390.  391.  400  407* 
410.  420.  430.  446. 

Circuit  requirements 279   280 

Color,  coloring 86.  86.  107,  181.'  188*  188,  139.164.*  182,  348 

Colorfastness 86.  86.  123.  182,  217,  261,  252,  266,  871 

^""^^^^^on 153^  237,  274.  841.  392 

Construction 75.  251.  252.  279.  280.  337.  345,  371,  390.  899.  407.  420 

Content,  composition,  ingredients,  material,  or  substance 2, 

6,  6.  8,  9,  13.  18.  21.  24,  27.  29,  31,  39.  40,  49,  59,  60.  65.  67,*  71.  76! 
86.  85  86.  92.  97.  98.  99.  101.  104.  108.  112.  113,  116,  119.  131.  132. 
133,  137.  138.  189.  142.  144.  145.  153.  166.  176.  182.  193.  194.  195 
196.  200.  201.  217.  224.  231.  237.  244.  261,  262.  258,  269,  266,  274^ 
279.  280.  286.  287.  295.  296.  297.  305.  307.  322.  323.  326.  337.  341, 
845.  346,  347.  348.  368,  366.  366.  371.  382.  383,  890.  407.  420.  429. 
430.  446.  453. 

See  also  MlsrepresenUtion  of  products  as  to  fiber  content. 

Copyrights, — publication  or  renewal  dates 286. 287 

Correct  name  or  title  of  book '  287 

Crease-reslsUnt  or  non-cnishable  character 309 

Deceptive  depicUons ! ! .  * !  40.  46.  119. 

183. 139. 164.  167,  231,  244,  267,  274.  280.  286.  337.  341.  349.  430.  481 

Design  or  designing 266,  391.  392.  399,  420.  446 

Disclosed  information,  deceptive  set-up  of 303,  336,  88S 

Distribution  or  marketing g 

9.  21.  39,  60.  67,  71.  85.  86.  97.  98,  99.  101.  108.  112.  113.  144.  146.' 

164,  176.  182,  193,  194.  217,  224,  231,  237.  244,  261,  252,  258,  269. 

266,  274.  279.  280,  309,  341,  345.  365.  366.  371,  382,  399.  407.  420, 

426,  430.  438.  446.  453. 
Durability,  life,  or  serviceability 89. 

76.  86.  86,  123,  164,  167,  182.  196.  200.  202,  261.  262.  279.  280.  337.' 

341,  346,  399.  407.  408.  420.  438. 

Dustproof  or  warp-proof  properties. 349 

Dyeing..... 296,  348,  358 

Edition   titles,   deceptive    (I.e..   "Teachers'   Edition."   "Doctors' 
Edition,"  etc)    287 

^^^ *.'"'';!!;!!!;;;;;365,366 
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MlSBEPBBSENTATION— Continitetf 

Op  Peoducts — Continued 
As  to— Continued 

Efficacy 399,  453 

Embellishment  or  decoration 308,  309 

Embossing,  graining,  or  stitching 348 

Equipment  279,  280 

Fashion    337 

Fiber  content  go, 

81.  86.  86,  153,  154.  157,  159,  160,  161.  182,  238,  251,  252.  254.  266, 
296,  296,  297.  298,  307.  309,  322.  323,  324,  327,  334,  336,  337,  347, 
868,  877. 
Finish  or  finishing.. 251,  252,  258,  259.  279,  280,  296,  345,  346,  348,  358,  390 

Fitness  for  human  or  animal  consumption  or  use 244,  274,  425 

Flexibility   420 

Gauge 337 

Grade  or  quality 2 

6,  6.  8,  9,  13,  18.  21,  24,  27,  29,  31,  39,  40,  42,  49,  59,  60,  65,  67,  71,' 
75.  80.  85,  86,  92,  97,  98,  101,  104.  108,  112.  113,  115,  119.  131,  133, 
137,  189.  144,  145,  164,  165,  166.  175,  182,  193,  194,  200,  201,  203, 
217.  224.  231,  237.  244,  251,  252,  258,  259,  266.  274,  286.  309,  337. 
341.  345.  348.  351,  358,  365,  366.  371,  382,  383.  390,  391,  399,  407, 
408.  420.  429.  430.  438.  446.  453. 
*  Intermingling,  deceptive,  of  "cut-edge"  and  "woven-edge"  ribbons      379 

Keyboard  or  number  of  keys  on  pianos,  etc 393 

Kind  and  proportion  of  hair  or  vegetable  fiber 237,  238 

Kind  of  glass  in  mirrors 200,  201 

Kind  of  hardware  on  leather  goods 34g 

Kind  or  character  of  glass  in  sun  glasses 365 

Kind,  quality,  or  character  of  products  offered  in  special  lots, 

group  offerings,  etc    309,351 

Lead  hardness  of  pencils 435 

Livabillty  (Baby  Chick  Industry)    i64,  I66 

Manufacture,  preparation,  fabrication,  etc 2. 

5,  6.  8,  9,  13.  18,  21,  24,  27.  29.  31,  39,  49.  59,  60.  65,  67,  71.  75,  80! 
85,  86,  92.  97,  98,  101,  104.  108,  112,  113,  122,  131,  133,  137,  139. 
144.  145,  175,  182,  193,  194,  200,  214,  217,  224,  231.  237,  244,  251. 
262,  258,  259.  266,  274,  279,  280,  286.  308,  309,  324,  337,  341,  345. 
346,  347,  358,  366,  366,  371,  382,  390.  399,  407,  420,  430.  438.  446. 
468. 

Merits  390 

Milk  and  fat  content  (Oleomargarine  Mfg.  Industry) 145 

Model    213,  214 

Name 120,  122,  350,  407 

Nutritive  value 144 

Origin  or  source 2. 

5,  6,  8,  9,  13,  18,  21,  24,  27,  29,  39.  49,  59.  60.  65.  67.  71,  85,  86,  92, 
97.  98,  101,  104,  108,  112,  113.  119.  120.  121.  122.  131,  133,  137. 
189,  144,  145,  164.  167,  175,  182,  193,  200.  214,  217.  224,  231,  237, 
244,  251.  252,  258,  259,  266,  274,  279.  280.  286,  287.  288.  307,  309, 
337.  341,  345,  350.  365.  366,  371.  373.  382,  390,  392.  399.  407.  420, 
430,  431,  438.  446,  453. 
Geographical  origin  of  animal  from  which  fur  is  obtained.  120 
Manufacturer  or  producer 122,  166.  214 


AQjT) 

^Vt^f'M\L   TRADE   COMMISSION 
MiSREPRKSENTATlON— <ron«nMCtf 

Op  Products — Continued 
As  to — Continued 
Origin  ob  source — Continued 

Packing _._   „^  ' 

Printing   " 399 

Process  or  processing en  •l^    ".'//  ..V  '  "       ^^ 

Prodnctlon  or  sale. .  ig  *«o '  i.;* ,«,'  ,!f:  ^V.'  o**^'  ^^^'  ^^*'  ^^* 

Purpose  •        '  ^**'  ^^^'  ^^^*  2^^'  231.  266.  309 

■    Sy'"^ ''"'^^""  '^'^^^''  n-mbeHn.;.;'":  '*';.'*••  ^:«^ 

6.  6.  8.  9.  IS,'  is!  2i;24;  27.'  Vs/si.M.'  Vs.  m/m'  ii'  Vb   67 '  71    J" 

M7  34 '  I'  ,' \l': lit- '"■  '"•  '''•  '''■  '**■  ''o-  =>««   * 

SS7.  341.  345,  358,  371,  382,  3»0,  399,  420   430    42«    441!    iK« 

Reception  of  radio  recelyinr  sets .     '  ^,*f,,  "Jl  *!'.  ,„ 

Refande  for  .'heeb-  (Low  Pressure  Refr,„ranU  t„dn,;  ",  '       '  453 
Removing   "Cut^ge"   rtbbon.   from   p.ck«.s  Md   dlspUying 
without  proper  Identifying  mark  o"Piaymg 

Resistance  to  snagging,  discoloration,  or  development'  of'  run's 
holes,  or  breaks  in  fabric »-    "^  i  «"  runs. 

Restorative  or  other  properties. ^^''  *'' 

Results  obtainable  from  use  of  product. .Vr'  'i-t,  IV, 

^tty''".'"'"".".':'.''".':'""^'*'*'  ^  raxorsor'ni^irblad"  .•.      •  42J 
Scope  ^53 

'  me°rcha'nt^''  '''"  °'  "  f  •"'•^«'»»'"''»"i.  i»'«ri'«r;  or  defecMv"'  '" 

rr^Dlscloaur.  '  "^  "**•  "*•  "*'  '"'•  «^-  ""•  "«"  '"'•  «^ 
Servicing  (Hearing  Aid  Industry) 

Sharpening  or   other  treatment   applied   to" raxors   and   razor 
blades;  as  to  sharpness. 

li"^"!'."'*'.  ".T.'"".  .'.'•.'*•  ''*'  "'•'  ***•  "'•  '"■  '"••'»12.'31S.'«4.  "5° 

5,  6,  8,  9.  13.  18,  21.  24,  27.  29','39,'40,  "46!  49'.'69' 60 'm  m'ti  al' 
86.  92.  97.  98.  101,  104.  108.  111.  1,2.  113.  115  '13,'  133  139  iL' 
167.  176.  182.  198.  200,  214,  217,  224,  2S1  237  lii    2^'  2I2'  \li 

S  S  To.  Z  Z.  '''■  "*•  '"•  ^'«-  -■  -•  -•  -  S 

Size  or  dimension  of  linen  products 

Species— Tuna  Industry  ^^* 

IpCoX  •;;;;;;.;•;;;. '''' '''' ''''  ^69. 390 

str'^^'*'"'^'"'"''  **'*''''  '''••  ^'  ^'"^  chichs. ..;;;.  164;  i65;i*66.  m 

style         258,269.279.280.420 

Tailoring ^^^'  ^'^^'  28».  337.  392 

m^..    ^    26« 

166,  410 

200.  201.  268.  269,  345,  383.  420 


Tests 
Thickness 
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Mtbreprbsbntation — Continued 
Of  Products — Continued 
As  to — Continued 

Thread  or  thread  count 217   337 

T^\ v.v;.v;.v.v.v.v.v;;.;;v.*. .  '  390 

?;t         ""* 165.261.252.337 

Tube  capacity  or  content 91 1    9i» 

Twist  of  ,^ ■.;;;;;;;. is? 

U8(8    ...]....  8 

9.  21.  39,  60,  67,  71.  97,  98.  101,  104.  108.  112.  113.  144,  145,  175,  182 
194.  217.  224.  237.  258.  259.  266.  286.  287,  365,  366.  371.  ^S2.  390. 
391..  399.  420.  425,  438,  446. 

Z^^^^ * 29,  42,  286,  337,  420.  438 

Variety    ^74 

Washabllity gg   gg   jgg   217,  266 

Wave  bands  or  frequencies 209  211 

Weave y^y^^^^['.'.'^'.'  '309 

Weight  or  weighting 164,  251.  262.  326,  326.  345,  358.  382.  383.  420 

Workmanship gg  g^ 

^^*;^^«    371.    373 

See  also-^ 

Disclosure. 

Misuse  of  words  or  terms. 

ALSO  other  subjects  involving  misrepresenUtion,  such  as: 
Arrangement  of  words,  statements,  or  representations  in 
advertisements,  labels,  etc..  deceptive;  "Help  Wanted"  or  other 
employment  columns,  deceptive  use  of;  Court  documents, 
counterfeiting  for  collection  purposes;  Labels  or  marks.— 
altering,  removing,  or  obliterating;  an4  Selling  methods  in 
general,  deoe«>tive. 

Misrepresentations,  miscellaneous  

MISUSE  OF  WORDS  OR  TERMS: 

"All,"  "100%,"  and  similar  absolute  terms 175  334 

All-wave,  world-wave,  world-wide  wave '  ono 

"Balance  due"   ^^^ 

"Bargain,"  "special" '.  .'.'.'.'.'.['X  I65',  ^OS."  23i,'  351.  409 

l^^^^^^t^ 107 

Bristle,  pure  bristle,  all  bristle,  "100%"  bristle,  etc og  175 

Calf  tnish  leather  3^^ 

"Catalog  Figure"  or  "Cat.   Fig." ....383.  384 

Chalk  putty,  chalk  whiting  putty,  true  chalk  whiting  putty 194 

ciioice •;;     ^3^ 

"Close-outs"...       25.203,231.351.409 

Cotton  lisle  or  lisle  cotton 322 

Crepe  !.."...!!!!!!!**.' 81  323 

"Crookes"  (Sun  Glass  Industry)   * "     '3^5 

Custom-made    !..... 266 

De  Luxe.  De  Luxe  Fancy  ^3^ 

Discontinued  lines ; '.V.V.V.V203, '  231.  351.  409 

Dustproof  3^^ 

Editor.  Contributing  Editor,  etc .......!!!.!!!!.!!!       288 

Extra  Fancy.  Extra  Select,  Extra  Select  Fancy.  Extra  Fancy  Fillet 
Extra  Quality '      ^3^ 


309 


482 
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Misuse  of  Woeds  oe  Texmb— Continued 
Fancy  tuna,  fancy  white  meat  tuna. 
Free  


Fm§9 


429 


I 


62. 


^59   66.  115,  167,  177.  224.  245,  286.  841,  351,  352,  394,  420.  432,  439 
See  also  Misrepresentation  of  products,  as  free;  Misrepreeenta^ 
tion  of  serrices,  as  free. 

Genuine,  real,  natural,  etc j^^  ^^2   348 

Geographical  or  coined  words,  phrases,  or  designations,  tt'c!  *  deceptive   '  337 

Grated  tuna,  grated  white  meat  tuna ^.g 

"Ground."  "polished."  "ground  and  polished'' "  (Sun  Olass  Industn^)'       366 

Guarantee,  Guaranteed  to  Lire,  etc 45  jg^   ^ JJ 

See  also  Guarantees,  deceptive.  

^'' * 990 

„TT      J  >,  Z3o 

Hand  spun,     "hand   woven."   "hand   loomed."   "hand   patterned." 
hand  blocked."  "hand  printed."  etc.  (Linen  Industry)  308 

Hatchery,  chlckery.  farm,  poultry  farm,  breeding  farm,  Incubator 

etc ' 

•••.... 166 

Linen,  or  combination  terms  such  as  "Rayon  Linen."  "Cotton  Linen  " 

"Canton  Linen,"  etc '  ^^^ 

Linen  (or  flax)  as  part  of  trade-mark 30^ 

Linen  (or  flax),  pure  linen,  pure  flax,  all  linen,  aU  flax,  etc 2M 

"Linen  product."  etc 2^! 

"Lin,"  "linn."  "lyn."  or  "lynn."  (Linen  Industry) . . . .  .*    *  296 

Macaroni,  egg  macaroni  J32 

"Made  In  U.  S.  A.,"  "Made  In  America."  "American  Made."  "U.  S. 

Product,"  etc..  on  products  of  foreign  origin 438  439 

Made  to  Order  * ' ' 'eg 

Manufacturer,   producer,   distributor,   dealer,   wholesaler!   importer 
editor,  tailor,  book  publisher,  etc. 

(See    Misrepresentation    as    to    character,    extent,    or    type    of 
business. ) 
Mill,  mills 

Name,  initials,  or  signature  as  applied  to  published  articles  etc 
"Natural  style" 

Noodles,  egg  noodles,  plain  noodles 132 

Obsolete  lines    

Part  linen,  etc. 

Pearl,  diamond,  ruby,  sapphire,  emerald,  topaz,  etc 106 

Perfect,  perfect  cut,  eye  perfect,  commercially  perfect,  commercially 

white,  etc ^^^ 

Plate,  plate  glass,  plate  glass  thickness 201 

Pullorum  tested,  blood  tested,  etc 165 

Pure  putty,  pure  linseed  putty,  linseed  oil  putty 194 

"Ringless"   (Hosiery  Industry) 324 

Seconds 203,  244,  378 

Select,  Selected.  Warranted .348  430 

Sheet  glass   '  20i 

Shrlnkproof.   shrunk,   preshrunk.   will   not   shrink,   nonshrinkable, 

®^^ 128,  129.  313 

Silk,  pure  dye,  pure  dye  silk,  pure  silk,  all  silk.  wool,  linen,  flax. 

cotton,  etc gj^  I54  jg^  j^^  324 

Spaghetti    J32 

"Special  bargains"   ...'....  409 


tn 

287 
244 


231 
297 
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Misuse  of  Wobds  ob  Terms — Continued  *** 

Standard  broadcast «,, 

211 

Standard  tuna,  standard  white  meat  tuna,  shredded  tuna,  shredded 

white  meat  tuna  423 

S}mthetic    jQg 

Taffeta,  chiffon,  velvet,  georgette,  and  other  terms  relating  to  types 

of  construction  or  weave  gj 

"Teachers'  Edition."  "Doctors'  Edition,"  "Lawyers'  Edition,"  "School 

Edition."  as  relating  to  sale  of  books 287 

"Thin,"  "thin  blades."  (Razor  and  Razor  Blade  Industry)  420 

;    "Tonno"  (Tuna  Industry)   ;*;;;;       431 

Trapnest.  trapped,  etc jg^ 

Tuna  flakes,  flakes,  white  meat  flakes 429 

Vermicelli 132 

"Walrus"  or  "Walrus  Grained" 348 

Waterproof,  water  repellent,  warp-proof   349 

See  also  Misrepresentation;  and  Deflnitions. 

"Money-back"  agreements  44    4^    47 

See  also  Guarantees,  deceptive. 
Name  of  product,  misrepresenting.  See  Misrepresentation  of  products. 
Names  or  titles  of  books,  use  of  deceptive.   See  Misrepresentation  of 

products;  Misuse  of  words  or  terms;  Disclosure. 
.Vew  or  unused,  representing  rebuilt,  used,  ot  secondhand  product  as. 

See  Misrepresentation  of  products  as  new  or  unused. 
XondlscloBure,  deceptive.   See  Disclosure. 
Numbering,  deceptive,  used  to  disguise  standard  merchandise  and  induce 

belief  superior  products  offered  for  sale 266 

Obsolete  lines,  representing  regular  lines  as.    See  Misrepresentation  of 
products;  Misuse  of  words  or  terms. 

Offers,  misrepresenting  as  "special"  or  "limited."    See  Misrepresentation 
as  to  offers. 

Origin  or  source,  misrepresenting.    See  Misrepresentation  of  products; 
Disclosure. 

"Other  flbers,"  "Miscellaneous  flbers."  permitted  use  of  terms 298  331 

Owner  or  operator  of  factory,  mill,  producing  company,  etc.,  mlsrepre^ 

senting  oneself  as.    See  Misrepresentation  as  to  character,  etc.,   of 

business. 

Packaging  or  wrapping,  suitable,  recommended  (Razor  and  Razor  Blade 
^^^^^^ry)     ^25 

Packing.    See  Deflnitions;  Misrepresentation  of  products. 
Passing   off.    See   Misrepresentation,   and   references  thereunder;    Dis- 
closure.   Also  Substitution  of  products. 

Patterns  of  competitors,  imitation  or  simulation  of 10,  219,  267.  372.  450 

See  also  Trade-marks,  etc..  imitation  or  simulation  of.  ' 
Performance,  misrepresenting.   See  Misrepresentation  of  products. 
Physiological  benefits  from  product,  misrepresenting.  See  Misrepresenta- 
tion of  products. 
Price  differentials.   See  Price  discrimination. 
Price,  misrepresenting.   See  Prices  or  terms  of  sale. 

Price  discrimination ^ 

6.  9.  10,  14,  17.  18,  21.  24.  25.  28,  29.  36.  38.  49,  60.  57.  59,  63,  66  69 
70.  76,  77.  87,  89.  92.  94.  102.  103.  108.  110.  113.  115.  124.  125  135* 
136.  140.  142.  148.  149.  170,  172.  177.  179.  183.  184.  189.  19o'  19l' 
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Pbipe  oiscbuunatios — Continued 

196,  198,  205.  206,  215,  220,  221,  227,  229.  233.  234    239    241    alT 
249,  264.  266.  261.  263,  269,  270,  276   277    282    284    m    3     '  3« 
363,  354.  361.  362.  367,  368.  374,  376.  386    388    3     !  m.  m,  m 

Prlcea  or  teHns^i  ^Jo  "''  *'''  *'''  ^"'  *'''  **'■  "»'  *«'  «»■  ««'  «»• 

Deceptive  price  quotations,  price  lists,  terms  of  sale  etc  s 

3*37*' 3?;  ',4/«f '«*,'•  '"•  '"*■  "*•  '"■  "«•  2«<.  "225.'260.  286,' 
Fictitious  prices  or  price  reductions 

338.  342,  351,  362.  383.  391,  409,  410,  421,  432. 

Fixing  prices  or  terms  of  sale ,.  ».  „.   ,.,   „,   ... 

Prices  deceptively  represented  as  whoIesa.eo;Vetail  '.     '  "*'  '*''  '"•  f* 

ZT'  **'••  """"""""^  '""*"  "  •'"'"•''  ""•>  fo'Be  orlictVtious 
Publishing  pricelists  and  terms  oVsale.V.V.V.'.'.-.Vs.M  ^"^^S  'm  297  4?i 
Pri„r°''''J''  "''""'•  *'"•'  ''^'">"'*''  representing  product  Jvklla'be  at      '    86 

PHTgrd'i^mrr " " "^ "—--or produ^;:."-  "" 

Prizes,  premiums,  or  gifts:      2-  «■  ».  H.  ",  21.  24,  28 

In  connection  with  lottery  schemes 24,116  169  203  2i<i  «k»  j„   .... 

Process  or  processing,'  misrepVesenVing.  Sec  Misrepresentation  of  oL""'  "' 


ucts. 


'^tretc^Tfr rr  ''"^'*"  ''^-  '-  «■— »t»"on  as  to  Char- 
Production  or  sale,  misrepresenting.   See  Misrepresentation  of  product. 
Products  unsuitable  for  human  or  animal  consumption  or  use  di^l«on 
as  to.   See  Misrepresentation  of  products;  Definition.  ""^P""" 

'TntsTryTrDror  ""^'''"'  ""^  °""'  ""^  «-  ^-^  B'^O* 
Promises  or  other  representations  In  form  of 

antees,  etc.,  deceptive. 
Promotional  allowances.    See  Allowances,  discriminatory 
Purpose,  misrepresenting.   See  Misrepresentation  of  products 
"Push  money."  "spiffs."  gratuities,  etc..  payment  of. 
See  also  Commercial  bribery. 


guarantees,  etc.   See  Guar- 


216.  342,  394 


Quality,  quantity,  misrepresenting.    See  Misrepresentation  of  products 
Rayon,  use  of  qualifying  wording  in  conjunction  with  term. .  go  si  329 

Rebates,  discriminatory ^"'  ^^'  '*» 

6.  9.  14,  17.  18.  21.  24.  28.  29.' 36,' 49,  57,' 63," 69.' 76*.  87   92*  102   lOs' 
13,  124.  135.  140.  148.  170.  177.  183,  189.  19  .  205    m   227   III' 
239.  247,  254,  261,  269.  276.  282.  309,  353.  361    367   374'  III  395 
402.  413.  421.  434.  441.  448.  456.  '        '  ^^^' 

Rebuilt,  misrepresenting  product  as.   See  Misrepresentation  of  products 
Rebu      or  secondhand  products,  disclosure  as  to.   See  Disclosure 
Rebuilt  or  secondhand  products,  representing  as  new  or  unused     See 

Misrepresentation  of  products  as  new  or  unused 
Receiving  discrimination  in  price.   See  Price  discrimination. 


TRADE    PRACTICE    RtT^ES  435 

Rrfund  guarantees.    See  "Moneyback"  agreements:  Guarantees,  decep- 

Refunds,   discriminatory 

lis'  m  ",\l\ll-  V:J'-  ^''  '*•  «•  "•  63.'  69;  76.'87.'92.'  102.  lOs! 
I39'  li7  2fi!'  It:  «.'  11"-  "'■  "'•  ""'  "«•  *«"'  220.  227.  233, 
402'  Jil'  !«■  !«•  f!?'  "*'  ^'-  '"*•  "*'•  '"■  »«^'  374.  386,  395, 

iSryl'"        °""'';  "^"=*"'^  •■'■'*"'"  <^'  P^-«™^«  Refrigerants 

^TiT^'f  '"'*"'*''*"  ^'""'"'™«  Commission.'  compiiance  'with  in'  vT  *" 

cylinder  shipments  of  low  pressure  refrigerants.                     '^«'' »  " 
Resale  price,  suggested,  bona  fide  and  nondeceptive .'.'. «! 

t2nn1ahH.f''T'  ^-^'o^"""-  0-  -»eveIopment  of' runs!  'hoie's.'o; 
Rert!^ti™i^  Vk'  '""'"P^«'«°"ng.   see  Misrepresentation  of  products. 

"^"aZ ^or;:Xctr  *'  "'  '''^'"''  "">"—"--  ^-  Mlsrep. 
Re'!llifand'tht"',°"."""*'*°""^-    «"^  M'^epresentation  of  products 

r  r  rTj^rii^i'ctir  "'"•  -""^"""""^  "•^'^^  -^  ^'"^■ 

''X'.ST*':::;::::.'^  °"™"'"  -•  ^-  »^'-p-ntati„n  as  to  cha. 

Return  of  merchandise 

m.'^9! «"'  "• '"'  "'•  '"■"'•  ""••*«'•  '=«'  2^''  '»^-  "'•' 

fl^e«  al»o  Discriminatory  returns 
Robin«>n.Patman  Act   exemption  of  non-profit  institutions  under  235 

S  «1;  4I,';  1^  4^:  r^'  4^6V'  '"•  '"•  ^"-  ^'^-  "'•  ■-'  - 

"  Uon'^Su'r"'"'  ""»-'"-«''"»-  -  to.    see  Misrepresenta- 

IS  rSrents^oVrrrc^'  of:  «*r  t"""""  ■"  '•">^-"- 

Engln^™  TmnH.n!       »..  °'  American  Society  of  Mechanical 

s»i- mr^"  ~""'"»°<=«  ''"'>  "  carbon  dioxide  shipments. ...  ,,7 

Sali  J,  "^  "'  '"^"'°«  ""•"'«'  '°  »"»  »'  •""»«'  trade  practices 

i"«v:r;yrer"''''  '=""""'"'  °"  ^''-""-  -^  «»^-»- 

Sales  representatives — 

Qualifications  of 

Securing  of  by  unfair  means *^ 

s  ^^T'l!^*''?  °'  ^"^  ^'^^^""^  misrepresentation; '.'.:::: ,,  11^, 

Samples,  discriminatory  giving  of  »<.  jsi 

^'eff^iT'nfw  ^rr?"'"  '^'""'"''"''PP^Prtat'e  purposes  but  not  to      '*" 
effect    price   discrimination;    Misrepresentation    of    products    m    t^ 
bankrupt  stock,  samples,  etc.  proaucts    as    to 

Scope  misrepresenting  product  as  to.  See  Misrepresentation  of  products 

Secondhjjnd  product..  di«>losure  as  to.   See  Disclosure  as  to  reS^iror 

secondhand  prodnctt.  «  ««  lo  reouut  or 

'  prXraa" 'rl^:  '''""'"""'  "  '•"•""'•   ^^  M'-P-entation  of 

Secondhand  or  rebuilt  products,  representing  as  new  or  unused    See  Mis 
representation  of  products  as  new  or  unused. 
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Seconds,  etc.,  or  substandard  or  dcfectlye  merchandise.    See  Mlsrepre. 

sentatlon  of  products;  Disclosure. 
Secret  subsidiary.    See  "Bogus  Independents." 
Selling  below  cost.  See  Cost,  selling  below. 
Selling  methods  in  general,  deceptlre • 

21,  83.  104.  115.  168,  166.  160.  167,  198.  194.  200.  209.  231.  259.  337.* 
379.  388.  892,  407,  464. 

Selyage  In  fabrics,  etc.  tolerance  as  to.    See  Disclosure  as  to  selrage 
non-linen.  ' 

Senrices.  deception  as  to  offer  ot    See  Mterepresentation ;   Disclosure. 
Services,  discriminatory 

2,  6.  9,  10.  14.  17.  18,  21.  24,  28,  29,  38,  60.  68!  64.  70.  77.  89.  93.' 
103,  110.  114.  126.  126,  186,  141,  149.  172.  179,  184,  185.  191.  198. 
206,  221,  228,  234,  240,  249,  266,  266.  268,  270.  277.  283.  311.  312 
364,  366,  862.  868,  869,  376.  377.  387,  396,  414,  415.  422.  435.  443 
460,  468.  469. 

Serricing.  misrepresenting.  See  MlsrepresenUtlon  of  products 

Sharpness,  or  sharpening  or  other  treatment  applied  to  product,  mis- 
representing.  See  Misrepresentation  of  producU. 

Shipping  schedule,  failure  to  gire  notice  of  change  in 172 

Shrinkage,  disclosure  as  to.   See  Disclosure. 

Shrinkage,  misrepresenting.    See  Misrepresentation  of  products 

?ai1''»^®  ^*"^'  ™*'"*®  **'•   ^^'^  ^^*^  *>'  ^o^'d-  or  terms;  Definitions. 
Silk,    appropriate  use  of  certain  qualifying  words  in  connection  with 

^  *®"° H;i 

Silk  noil."  disclosure  as  to.  See  Disclosure. 
Slie.  misrepresenting.   See  Misrepresentation  of  producU. 
Size  or  dimension  of  linen  products,  allowable  tolerance  in  marking  of        306 
Sizes,  deceptive,  appearing  in  invoices  of  imported  linen  products. .  30« 

Societies  clubs,  or  other  organizatIons,~flctitlous,  existing,  or  proposed 

See  Misrepresentation  of  products. 
-Special   bargains."  etc..   misrepresenting  producU  as.    See  Misrepre  ''^ 

sentatlon  of  producU;  Misuse  of  words  or  terms. 

Species  of  product,  misrepresenting.   See  MisrepreswUtion  of  products; 
Disclosure. 

Specifications  of  product,   misrepresenUng.    See  Misrepresentation   of 
products. 

Specifications.  State  and  Federal,  for  oleomargarine,  compliance  with  146 

Standards,  misrepresenting  product  as  conforming  to.   See  Misrepresen 
Ution  of  products  as  conforming  to  standards. 

Standards  promulgated  by  National  Bureau  of  SUndards.  compliance 
^irith 

«.^^„^" •*••::•;•  •;•••; 130, 207, 315, 339. 405 

strength  of  product,  misrepresenting.  See  Misrepresentation  of  producU 
StudenU.  private  home  study  schools,  supplying  full  information  at  time 

of  their  enrollment  encouraged , ^» 

Style,  misrepresenting.   See  Misrepresentation  of  products. 

Subsidizing  officials  or  employees.   See  Commercial  bribery;  also  "Push 

Money."  "Spiffs,"  etc..  payment  of;   Testimonials,  deceptive. 
Substitution  of  producU 

52,  60.  66.  74.  104.  122.  139.  145.  165^176,188.  194,  203.*  218,  224* 
233,  238,  245.  253.  259.  267.  275.  281,  287.  338.  349.  369,  383* 
411.  420.  432.  441. 
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Tailoring,  misrepresenting.    See  Misrepresentation  of  products. 
Tailor,  misrepresenting  oneself  as.    See  Misrepresentation  as  to  char- 

acter,  etc.  of  Ihisinesa. 

Taxes,  State,  evasion  of  through  interstate  transactions i 

Terms  of  sale.   See  Prices  or  terms  of  sale. 

Terms  "U.  S.  A.."  "Made  In  U.  S.  A.,"  "U.  S.  Product."  "American  Made." 

"Made  in  America."  etc..  deceptive  use  of  on  imported  articles.    See 

Misrepresentation;  Disclosure;  Misuse  of  words  or  terms. 

Testimonials,  deceptive 167.288,290.  390 

See  also  Misrepresentation  of  products;  Disclosure. 
TesU,   accepUble.   for   determining   shrinkage   properties    or    residual 

shrinkage 

TesU,  misrepresenting.   See  Misrepresentation  of  products. 
Thickness,   misrepresenting  product  as   to.    See  Misrepresentation   of 
products. 

Thread  or  thread  count,  misrepresenting.  See  MlsrepresenUtlon  of  prod- 
ucU. 

Threats.  Intimidation,  etc   See— 
Combination,  conspiracy,  etc' 

Interference  with  competitor's  right  of  purchase  or  sale. 
Prices  or  terms  of  sale,  fixing. 
ThreaU  of  suit  for  infringement  of  patents  or  trade-marks. 

ThreaU  of  suit  for  infringement  of  patents  or  trade-marks j/ 

7.  9.  11,  14,  25.  28.  51.  63,  189.  204.  225,  232,  246.  260,  350.  360.  372* 
401,  412,  433. 

Tolerances,  fiber 83.  155,  158,  159,  161,  296,  300.  301.  306.  325.  330.  331,  333 

Tone,  misrepresenting  product  as  to.   See  Misrepresentation  of  products. 

Trade-in  allowances,  deception  as  to 214 

Trade-marks,  trade  or  corporate  names,  etc.  : 

Deceptive 120,  leo,  166,  182,  350,  371,  407 

Filing  or  recording  of jgQ^  444 

Imitation  or  simulation  of '    9 

5,  10,  13.  25,  29.  52,  57,  63.  74,  95.  112.  126.  134,  177,  183.  188,  195.' 
203,  214,  219,  224,  238,  245,  261.  267.  281.  292.  342.  350,  359.  372. 
386.  400.  410.  423.  431.  440,  450,  455. 
See  also  Patterns  of  competitors,  imitation  or  simulation  of. 
Threats  of  suit  for  infringement  of.  See  Threats  of  suit  for  infringe- 
ment of  patents  or' trade-marks. 

Truthful  and  accurate  use  of gj    * 

Transportation  charges,  deception  as  to jgg 

Transportation  charges  or  allowances,  discriminatory.  See  Allowances, 
discriminatory. 

Transportation  costs  or  charges,  publishing  or  circulating  false  or  mis- 
leading reports  as  to.  See  Costs  or  charges,  transporUtion,  etc.;  Dis- 
closure. 

Treatment,  care.  use.  cleaning,  etc.,  of  product,  disseminating  Informa- 
tion as  to  proper 84,162.315.839.404 

Treatment  of  product,  misrepresenting.  See  Misrepresentation  of  prod- 
ucU. 

Twist  of  yarn,  misrepresenting.   See  Misrepresentation  of  products. 

Twist  requirements,  minimum  (Hosiery  Industry) 322  323  324 

Tying  contracU  or  arrangements.  See  Coercion— Coercing  purchase  of 
one  product  as  prerequisite  to  purchase  of  another. 
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Use  Of  product,  misrepresenting.    See  Misrepresentation  of  products 
Value  of  product,  misrepresenting.    See  Misrepresentation  of  products. 
Variety,  misrepresenting  product  as  to.   See  Misrepresentation  of  prod- 
ucts. 

Warranties.   See  Guarantees,  deceptive. 

Washabllity,  misrepresenting.    See  Misrepresentation  of  products 
Weave,  misrepresenting.    See  Misrepresentation  of  products. 
Weighting,  disclosure  as  to.   See  Disclosure  as  to  metallic  weighting 
Weight  or  weighing,  misrepresenting.    See  Misrepresentation   of  prod- 
ucts. 

Wholesale  and  retail  transactions,  differentiating  between. . .  .4.  41. 117.  416  460 
Wholesaler,  manufacturing  wholesaler,  wholesale  jeweler,  misrepresent- 
ing oneself  as.  See  Misrepresentation  as  to  character,  etc..  of  huMneis 
Wool  Products  Labeling  Act  requirements,  compliance  with.    See  Dii- 

closure  as  to  requirements  under  the  Act. 
Words  or  terms,  misuse  of.  See  Misuse  of  words  or  terms. 
Workmanship,  misrepresenting.    See  Misrepresentation  of  products 
Yardage,  misrepresenting.    See  Misrepresentation  of  products:  aljro  Dls- 
closure  as  to  minimum  ribbon  yardage. 
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